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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
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Paid-up Capital - . - - £4,500,000 
Reserve Fund £4,450,000 
Reserve Liability of Proprietors under the Charter £4,500,000 





£ 13,450,000 






COURT OF DIRECTORS : 





RIGHT HON. LORD ALDENHAM. F. . = LIVINGSTONE-LEARMONTH, Esg., 







C. E. BARNETT, Eso. } 
J. F. G. GILLIAT, Eso. RIGHT HON. THe .~¥ OF MIDLETON, K.P. ; 
KENNETH GOSCHEN, Esg. HORACE PEEL Bag : 
C. G. HAMILTON, Eso. JOHN SANDERSON, 









T. R. JOHNSON, Esq. ARTHUR WHITW ORTH, “Eso. 





HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 












Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 












The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bilis. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 
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LLOYDS BANK LIMITED 


Head Office: LONDON, E.C. 3 
fs 2 Deputy-Chairman : 
\ | Sir AUSTIN E. HARRIS, K.B.E. 


CAPITAL SUBSCRIBED £73,302,076 
CAPITAL PAID UP - - 15,810,252 
RESERVE FUND - - 10,000,000 
DEPOSITS, &c. 30th June 1929) 351,279,025 
ADVANCES, &c. = do. 194,193,731 











Chairman : 


J. W. BEAUMONT PEASE 








Over 1,800 Offices in England and Wales, and others 
in India and Burma. 
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EVERY BANKING FACILITY 
HEAD OFFICE: Spring Gardens, MANCHESTER 


§75 Cornhill, E.C.3 
* @West End Branch, 46 Old Bond Street, W.1 


3 Water Street 


(13 Spring Gardens, Manchester 
2 Castle Street, Liverpool 
“(96 Cornhill, London, E.C3 
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MOSCOW NARODNY BANK 
LIMITED 
ESTABLISHED 1919 


Heap Orrice : 
300 High Holborn, London, W.C.1 


Paris Branco: 26, Rue Vivienne, Paris 


Bertin BRANCH : 
Kurfiirstenstrasse, 33, Berlin 


- £1,000,000 
845,000 
155,000 


Authorised Capital 
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Reserve Fund and Undivided Profit 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

a. De of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
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a | La 7 A few years ago the manually operated telephone 
Be’. ey with its attendant delays and chances of wrong 
: rs connections was considered ideal. 


In recent years, however, great improvements have 
been made and in the forefront of these must be 
/ \ placed the “ Standard ”’ Private Automatic Telephone 
a System. 


A \ 7 | These Systems make the use of an operator un- 

| A / necessary, give 24-hour daily service, and a further 

x ! point of extreme importance is that a saving of 

; space may be effected because the equipment 

itself takes up very little room. Speed and 

accuracy in all telephone calls is assured and delays 
entirely eliminated. 











The negligible cost of maintenance, the saving in 
* operators’ wages and executive’s time, more than 
justify the initial outlay. 


May we send particulars of the type 
which will suit your requirements ? 


Strondard 


AUTOMATIC TELEPHONE SYSTEMS. 


Columbia House, Aldwych, London, W.C.2 
‘Phone: Holborn 8765 (20 lines) 


Works : 
HENDON, NORTH WOOLWICH, NEW SOUTHGATE 


Branches: GLASGOW, LEEDS, BIRMINGHAM, MANCHESTER, 
LIVERPOOL and DUBLIN. 
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TAYLOR LAW 


ANCHOR WORKS, BIRMINGHAM 


USE BRITISH SAFES 


Guaranty Trust Company 
of New York 


A MERGER OF 


NATIONAL B4NK OF COMMERCE IN NEW YORK—GUARANTY TRUST COMPANY OF NEW YORK 


Organized 1839. Organized 1864. 
HE Guaranty Trust Company of New York was one of the first of 
the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 
To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and affiliations and connections through- 
out the world. 
The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, financial houses and merchants engaged in 
foreign trade. 


The Management of any of the offices will be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems. 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE 


Capital and Surplus $260,000,000. Total Assets $1,500,000,000. 
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A new beautifully bound Book Safe 
for Banks and Thrift Institutions. 


It is perfectly made and besides 
being attractive to the potential 
user it is most easily carried. 


We have supplied a large number 
of Home Safes throughout Great 
Britain during the six years we | 
have manufactured them. 


May we submit specimens in 
different colours? 
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Aktiengeselischaft 


HAMBURG-BERLIN 
250 other places throughout Germany 


CAPITAL AND SURPLUS 
RM 115.000.0000 


ALL BANKING TRANSACTIONS 
Amsterdam: N. V. Hugo Kaufmann & Co.’s Bank 
New York: Konrad von Jiberg, 50, Broadway 


Cable address for main offices and branches “Hanseatio” 








DRESDNER BANK 


Head Office: BERLIN W566, Behrenstrasse, 
SHARE CAPITAL plus open reserves 134,000,000 Reichsmarks 


Branches in about 85 towns, including 


Aachen, Bremen, Dresden, Diisseldorf, Essen, 

Frankfurt a.M., Hamburg, Kéln, Leipzig, Liibeck, 

Miinchen, Stettin, Wiesbaden, Danzig, Bucharest. 
Telegrams: DRESDBANK. 


Amsterdam: PROEHL & GUTMANN. 
Telegrams: DRESDAGENT. 


A. M. BONNER, L™ "= 


30 LIME ST. and 7 BLOMFIELD ST. 
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THE E BRITISH 1 LINEN BANK | 


Incorporated by Royal Charter, 1 


CAPITAL £1,250,000 _ RESERVE FUNDS £2,150, = 
Governor: * bd * . * 


Deputy-Governor : THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE: 38 St. Andrew Square, EDINBURGH. 
REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 


Over 190 Branches throughout Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 





NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 








FULLY PAID CAPITAL .- - + - - £3,000,000. 
RESERVE FUND - - - - - . £2,875,000. 





London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in ali the Principal Towns in 


EGYPT and the SUDAN. 
YOKOHAMA SPEGIE BANK, LIMITED. 


ESTABLISHED 1880. (Register.d in Japan) 


Capital Subscribed ane Putty Paid 7 > Yen 100,009,000 
Reserve Fund .- ~ - 7 Yen 105,500,000 


Head Office: YOKOHAMA. 
BRANCHES and AcENctEs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Haz nburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, "Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, ‘Sourabaya, 
Sydney, Tieutsia, Tokyo, Tsinanfu, Tsingtau. Viadives: ok (temporari ly closed). 
The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, lant. E.C. 2. 
. NOHARA, Manager. 
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The pre-eminence of the Financial ij News 
has been achieved during more than forty 
years of public service. Its consistent 
policy is to promote the interests of all 
classes of investors, and it has built up a 
great reputation for accurate information 
and guidance. The Financial News is the 
channel for authoritative pronouncements 


of the world’s foremost financiers. 


Offices : 


14, 18, 20 Bishopsgate, London, E.C.2. 


Telephone : Telegrams and Cables : 
Avenue 7543 (6 lines) Finews, Stock, London. 
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cost of operating expenses and 4 
gives to clients that assurance | ' 
and satisfaction which is | | 
obtained by accuracy and 
neatness of detailed information. 


Distributed and Serviced by the 
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THE BANKER 


A Banker's Diary 


Mid-June to mid-July 


EXCHANGES of views have been passing between the 
various powers concerned as to the time and place for 
the conference of Government representa- 
ae tives to consider the recommendations of 
Young Plan the committee of experts for a final settle- 
ment of the reparation question (see July 
issue). Up to the middle of July, however, no decision 
had been officially announced. On July 9, in the House of 
Commons, the Chancellor of the Exchequer made it 
clear that this country was in no way committed to 
acceptance of the committee’s recommendations. The 
negotiations between Belgium and Germany for a settle- 
ment of the question of German paper currency left in 
Belgium after the conclusion of hostilities were stated to 
have been brought to completion on July 13. Agreement 
on this point was a condition upon which the unanimous 
recommendations of the experts depended. 


ABoutT the middle of June the Finance Committee and the 
Foreign Affairs Committee of the French Chamber of 
Deputies renewed their investigation of the French 
debt agreements with the United States 
—_ and British Governments, in anticipation 

of the debate on the question of rati- 

fication (see July issue). The Prime Minister delivered 
a long exposition of the subject, covering the entire 
history of the debts. On June 27-8 a debate took place 
in the Chamber, as the outcome of which the United 
States Government was approached “with a view to the 
postponement of payment for the American war stocks 
to some date later than August 1.’’ The United States 
Government adhered to its position that postponement 
could only take place if a definite prospect existed of 
ratification of the principal debt agreement in the fairly 
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near future. A further debate in the Chamber opened on 
July 11. In the House of Commons on July 9 the Chan- 
cellor of the Exchequer announced that his predecessor 
had in May last reminded the French Minister of Finance 
of the principle, laid down during the Anglo-French debt- 
funding negotiations, that any payments by France to 
the United States “should be accompanied simultaneously 
part passu by proportionate payments to Great Britain.” 
The reminder was called forth by the possibility that 
France might elect to pay the war stocks debt to the 
United States, due on August I, in preference to ratifying 
the debt agreement under which it was to be absorbed 
into France’s general indebtedness to the United States. 
[P.S. In the early morning of July 21 the Chamber of 
Deputies, by a narrow majority, authorized the President 
to ratify the debt agreement with the United States. 
This decision was followed by similar action in respect 
of the agreement with Great Britain. In addition, a 
motion was passed expressing the view, in anticipation 
of the forthcoming reparation conference, that the 
charges imposed on France by the two debt agreements 
should be covered exclusively by German payments to 
France, apart from payments for reparation proper. | 


FOLLOWING continuous weakness of sterling in terms of 
dollars and reichsmarks, a strong outward flow of gold 
took place in the latter part of June and the 
Gold beginning of July. On June 18 the Bank of 
Outflow England sold over {1 million of gold, and 
between June 25 and July 3 a further {9 
millions. It was understood that of the aggregate more 
than £2 millions was for shipment to the United States, 
the balance being for Germany. In addition, substantial 
quantities of bullion available in the open market were 
believed to have been bought for the same destinations. 
As a result of these losses, counterbalanced to a small 
extent by purchases, the gold in the Issue Department of 
the Bank fell from £163} millions on June 12 to £1543 
millions on July 3. Further losses during the succeeding 
week, the largest being to the United States, were roughly 
balanced by receipts, mainly of sovereigns from South 
Africa and Argentina, leaving the stock in the Issue 
Department practically unchanged. 
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TowaArps the end of June it became known that an agree- 
ment had been reached for the renewal for another year 
of the sterling credit arranged in July 1928 
Spanish (see August 1928 issue) for the support of 
Exchange the Spanish exchange. It appears that 
both the sterling and dollar credits were 
still intact. About the same time some particulars 
became available of the report submitted by the com- 
mission appointed early this year (see February issue) to 
study the question of a return to the gold standard. The 
commission, it is stated, were opposed to any attempt 
to revalorize the peseta and preferred stabilization at a 
figure corresponding to the relative price level operative 
in Spain. They regarded the position of the Bank of 
Spain as strong enough to permit of an almost immediate 
return to the gold standard. Some delay was advised, 
however, until budgetary equilibrium should be esta- 
blished beyond ail doubt. At the end of June the Govern- 
ment issued a statement expressing its intention of 
adopting the gold standard as soon as possible, but not 
giving any definite assurance as to whether revalorization 
or stabilization at about the existing level was to be chosen 
as the immediate objective. 


THE Agricultural Mortgage Corporation, which began 

business early this year (see February issue), made an 

issue near the end of June of £5 millions of 

Agricultural 5 per cent. debenture stock at par, four- 

Credit fifths of the amount offered being left with 

the underwriters. Figures published in 

the press on June 24 showed that since opening for busi- 

ness the Corporation had received applications for loans 

aggregating between £4 and £5 millions, while a total of 

£24 millions had so far been granted. The issued capital 

of the Corporation, which is held entirely by banks, 
amounts to £650,000. 


Towarps the end of June the United States Department 
of Commerce issued its annual bulletin on the balance of 
international payments, covering the year 

U.S. Balance 1928, of the United States (see July 1928 
of Payments issue for reference to the 1927 bulletin). Full 
details are supplied as to the methods of 
computation employed. According to the estimates, 
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commodity trade resulted in an export surplus of 
$837 millions in 1928 (cf. $583 millions in 1927), and 
gold movements in a net export of $272 millions (cf. 
$154 millions). Other, so-called invisible, current items, 
including freight payments and receipts, tourist expendi- 
tures, and interest on investments, yielded an import 
surplus of $107 millions (cf. export surplus of $5 mil- 
lions). On long-term account the United States were 
estimated to have invested abroad a net amount of 
$736 millions (cf. $695 millions), while on balance a further 
$226 millions (cf. nil) is computed to have been lent 
abroad at short-term. The uncovered balance of $40 
millions (cf. $47 millions) is attributable to errors and 
omissions. A feature of the latest bulletin is a table of 
comparable figures covering the entire period from 1922 
to 1928. 


NEw issues were comparatively light during June, but, as 
a result of the large amounts raised in the earlier part of 
the year, the total for the half-year, at 

New Capital £1954 millions, was only £7 millions below 
Market that for the first half of 1928, as computed 
by the Midland Bank. The proportion of 

overseas issues was lower, amounting to 36°6 per cent. of 
the total, as against 42°2 per cent. a year ago. The pro- 
portion absorbed for public and quasi-public purposes, as 
against the amount raised by private undertakings of 
all kinds, was the lowest since 1920, at 22°8 per cent., as 
compared with 30°8 per cent. in the first half of 1928. 
Among the principal public issues during the month were 
those for the Agricultural Mortgage Corporation, men- 
tioned above, an offer of 44 per cent. registered stock at 
924 for the City of Montreal, nearly three-quarters of 
which was left with the underwriters, and an issue of 
5 per cent. bonds at 98 for the Government of Newfound- 
land, about one-quarter of which was taken up by the 
public. A line of 64 per cent. bonds of the Potash 
Syndicate of Germany was privately placed at about 96, 
while a block of shares of the Swedish Ball-Bearing 
Company was similarly disposed of. Public issues became 
more numerousand substantial towards the middle of July. 


Bank Rate ON July 2 the National Bank of Bulgaria 
Change __ raised its discount rate from g to Io per cent. 
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Mechanical Accounting 


URING very recent months the executives of 
D certain of the larger English banks have given 

special attention to the desirability for, and 
practicability of, substituting on a large scale the use of 
machinery for human labour. If such a transformation 
is to occur, it is obvious that a great forward step will 
be taken in the organization and administration of 
English banking. As the general movement, although 
already begun, has not yet, however, reached full impetus, 
the time is a suitable one to discuss arguments for and 
against it, and to reach conclusions on the _ issues 
involved. 

First, then, what are the reasons for the new develop- 
ment ? The inevitable and most obvious reason is that 
the expenses of conducting business have for long been 
rising disproportionately to earnings. This has been 
clearly shown by Mr. J. Sykes in his ‘‘ Amalgamation 
Movement in English Banking ”’ (1926), and his “ Present 
Position of English Joint Stock Banking ”’ (1928). He 
has pointed out, for example, that in the case of London 
banks only, net profits fell from 1°12 per cent. to *74 per 
cent., while expenses rose from 1°06 per cent. to 1°31 
per cent. of total working resources, during the period 
1861-1913. For the whole of the joint-stock banks, 
during the period 1881—1915, expenses grew from °86 per 
cent. to 1°04 per cent. of total working resources; and 
from 52 per cent. to 111 per cent. of net profits. These 
last figures sum up the whole matter: the net profits of 
all joint-stock banks, when expressed as a percentage 
of total working resources, fell, during the fifty-year 
period, 1874-1923, from 1°88 per cent. to *57 per cent.— 
and the outstanding cause of this decline in net profits 
was a correlative increase in expenses. There are, 
unfortunately, no later figures than these for all banks; 
but the fact that the same phenomenon is exhibited in 
the case of the accounts issued by Barclays Bank (the 
only bank to publish figures of expenses), only.in a more 
marked fashion, leads to the inescapable conclusion that 
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expenses have disproportionately increased during recent 
decades. As for the future, the increasing facilities 
which the banks are rendering in pronounced competition 
with each other are likely to add still further to the 
burden. 

Another reason for the change is that, after long 
experiment and investigation, it has now been decided 
that resort to mechanical methods is feasible and a matter 
of practical policy. The methods are, for instance, 
applicable to branches of varying sizes. Very important, 
too, the changes can be introduced gradually into a 
bank’s system, and without noticeable disturbance. It 
has also been found that the loss of the pass-book has 
not provoked unduly the ire of customers. 

A reason less obvious than this, but almost of equal 
force, is that the large banks—and this is an advantage 
of banking amalgamation which needs clearer recognition 
—cannot neglect, ad libitum, a decided trend of public 
opinion. When banking units were smaller, public 
opinion was not intently focussed on their every act and 
deed; and in consequence they were relatively immured 
from changes which they themselves did not desire. 
The large banks have, however, felt for some time that 
they could not wisely ignore business methods practised 
extensively in other foreign banking systems (especially 
in U.S.A.), as well as by the customers with whom the 
banks had dealings. 

This statement of the major reasons for the trend 
towards mechanization contains by implication the main 
advantages attendant upon it; and there is, therefore, no 
need to reiterate them when proceeding now to discuss 
other advantages which may be expected. Of these 
there is the gain which will accrue by the reorganization 
of staffing and staff duties. That, indeed, advantage 
will result from this cannot be denied. Work which is 
mechanical, quasi-automatic, and certainly which never 
involved a high degree of skill, can be relegated to the 
machines. Since it is apparent that the number of 
staff needed to control the machines is less than that 
required before their introduction, it follows that a 
number of bank officers who have hitherto been engaged 
in a routine task will be rendered available for work 
for which greater use of intelligence, ability, and skill is 
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prescribed. This bald statement does not illustrate 
adequately the nature of the consequences involved. 
Without attempting to depict these, it may yet be 
carefully remarked that the ensuing freedom from 
thraldom must provoke a minor revolution at least in 
the vista, the mental outlook, and the new possibilities 
of self-realization of many who before were bound down 
and confined. This human gain is unmistakably great. 
And even in the cases of those who will control the 
machines, their daily task will be made lighter and more 
congenial, rather than the reverse. 

Other advantages refer to gains in procedure. Thus 
there is the very definite point that, however accurate 
the work done under the old system, it can never be so 
correct as that done under the new—for the new system 
is virtually a self-balancing and self-correcting one. 
For diverse reasons, of all concerns, banks cannot afford 
to bear with inaccuracy. Again, the machine is neater 
and more legible in work ; it is more economical of office 
space—herein lies a profound capacity for economy; 
it is speedier and, of even greater importance, it is 
much more flexible in its capacity to meet pressure 
periods. 

Such is an enumeration, in brief, of the advantages 
attaching to the use of machines; and arguments against 
their general adoption may now be mentioned. Easily 
the most prominent of these is the fear that staff 
reduction will ensue; that it will be resorted to in the 
near future ; and that it will be ona largescale. It is argued 
that since each machine displaces one clerk, the general 
use of machines will inevitably involve the discharge of 
many officers now serving. This is the argument in its 
crudest form. Stated less crudely, the argument takes 
account of the fact that some proportion of the displaced 
officers may conceivably be utilized to meet the constantly 
growing volume of bank work, particularly if future 
recruitment is stopped and the normal annual wastage 
occurs in staff numbers. But, as an offset against this 
more optimistic conclusion, it is argued that the incidence 
of unemployment will be concentrated on, and therefore 
be prejudicial to, the male staff since the machines are 
to be assigned to women clerks. 

Before dealing with these arguments it may not be 
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undesirable to suggest that there is nothing in the past 
conduct of the banks towards their staffs to afford a basis 
for belief in the correctness of the arguments. In this 
connection it is truer to say that a post in an English 
joint-stock bank is ordinarily regarded as a sinecure. 
As for the threatened displacement of one officer for each 
machine installed, this is roughly what will happen 
eventually—but not till those in control of the machines 
become expert in their use. It is true also that in general 
the machines will be operated by women clerks—as are 
other machines used already in banks—since reasons of 
economy alone would call for this. To meet the dis- 
placement resulting, however, there is not one, but a 
variety of resources. First, the change to mechanization 
will take a considerable time—in effect it has been 
proceeding since 1920 in the Westminster Bank, and is 
likely still to occupy many months rather than few 
weeks. Second, the work which present-day banks are 
called upon to undertake is incessantly increasing in 
scope, as well as in volume; and, above all, it is increasing 
in respect of the demands it makes upon efficiency. 
Because of this there is a constant struggle to adjust 
means to ends in respect of staff capacity to meet -staff 
demand. The staff liberated by the machines can be 
used to attack this problem—a problem the growing 
importance of which requires no stressing, as it is obvious 
to all observant bank officers. Third, a particularly 
evident addition to the volume of work is made by the 
persistent opening up of new offices. Thus, as shown by 
Mr. J. Sykes in the volumes referred to, the annual 
average number of new branches opened in England 
from 1920 to 1927 was 276. Fourth, there are 
the important negative arguments which refer to the 
fact that annual staff wastage caused by retirements 
and withdrawals is nowadays larger than in former 
times; and that with a greatly reduced rate of annual 
recruitment this wastage will be effective in assisting 
to prevent unemployment. Fifth and last, but perhaps 
most important argument of all, THE BANKER is informed 
by the banks already concerned with mechanization, 
that unemployment of the kind envisaged will not result 
from the change. 

Another objection which has been launched is that 
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mechanization will be an important factor in causing a 
division of bank staffs into distinct grades. This method 
of discussion denies that the basis of banking promotion 
is merit, and, therefore, implies the alternative of 
autocracy of banking administration. No acute observer 
would assert that banking promotion schemes are even 
wellnigh perfect. Actually, they frequently fail to take 
account of essential, vital factors; and they are of little 
use for assessing personality. They are, however, not 
autocratic—indeed, they are very democratic, so that the 
ambitious man who chooses to invest personal capital 
in a University education (often done by evening attend- 
ance only), does not always escape adverse discrimination. 
Being democratic, both in basis and in the method of 
administration, bank promotion schemes will, therefore, 
not be affected by the transition to machinery; and 
promotion will continue to be by merit. 

A last objection asserts that the introduction of 
mechanization will result in reduced salaries as an 
alternative to unemployment. The answer to this is to 
be found in the economic history of the last century 
and a-half—an ultimate answer, which cannot be dis- 
proved. In essence, economic history shows that it is an 
economic phenomenon—not an economic law, nor even 
an economic dictum—that the size and quality of the 
workers’ output condition the amount of remuneration 
it obtains. The analogy requires adaptation, but, broadly 
speaking, the effect of the introduction of machines into 
banks will be to permit of the increase (both in quality 
and quantity) of the output of each unit bank staff. 
Since, from the banks’ point of view, this means that an 
increased and increasing volume of work is performed 
without the need for an increase of staff numbers, there 
is no reason to expect that the salaries of individual 
bank officers will fall—rather the reverse. 

To summarize what has been written, it is clear that 
mechanized accounting is a welcome development, 
mainly because it is an important first step towards the 
reduction of expenses of working. If these were not 
reduced, banking proprietors, banking stafis, and the 
public community would suffer; when expenses are 
forced down by desirable methods, all these three separate 
groups will benefit. 
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Mechanical Accounting and Its 


Effects 


By H. L. Rouse 


(Assistant Chief Accountant, Midland Bank Limited) 


HE use of mechanical methods for assisting the 
book-keeping methods of banks in America, Canada, 
and European countries has been in existence for 

many years, but until the early part of 1928 it had never 
been considered a practical possibility to introduce it on 
an extensive scale in this country. The chief obstacles 
to its introduction were :— 


(1) The conservative views regarding the introduction 
of a complete loose-leaf system, entailing departure from 
the long-established custom of using bound ledgers. 


(2) The natural diffidence to changing a complete 
and reliable book-keeping system for one untried and 
upon which no previous experience or data existed. 


(3) The doubts as to how the banking portion of the 
public would accept a departure from the usual form in 
which the records of their accounts had been submitted. 


On the other hand, competition, and the demand 
for additional services from the banks by the public, 
and the ever-increasing number of cheques to be dealt 
with, were rapidly causing expenses to rise to a very 
high level. 

Machines for listing and casting cheques have, of 
course, been in use in the banks for years, and the 
adoption of the ledger-posting machine is, therefore, a 
logical development. Moreover, certain selected accounts 
have been posted mechanically for some few years, but 
the type of machines in existence did not provide that 
automatic proof of posting that is so essential to their 
introduction on an extensive scale for handling all 
classes of accounts. 

In the early part of 1928, however, a machine 
appeared on the market which embodied a feature now 
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commonly known as a “ tally roll’’ or “ proof strip.” 
On this was automatically recorded every entry made 
when posting items to any account; and, in addition, 
it recorded at will the separate totals of debits, credits, 
and balances of the accounts dealt with. It was soon 
realized that this positive and reliable record provided 
a sound basis on which a change in the method of 
agreement could be built. In January 1928, therefore, 
a definite system was evolved, and a branch was selected 
in which it could be tried out under practical working 
conditions. The old method was not at once abandoned, 
but the whole of the entries were made under the two 
systems and each system was timed. 

The results of this test decided the bank to scrap the 
old and introduce the new into two more -London 
branches and one country branch since these only 
served to confirm the views already formed. Accord- 
ingly, it was decided to embark on a more extensive 
programme, and by the end of 1928 over 4o of the 
principal offices up and down the country had been 
transferred to the new method. At the beginning of 
this year it was decided to proceed still farther, and 
branches are now being transferred at the rate of about 
one a week. 

We are, therefore, not only in a position to ask the 
question as to whether this revolutionary change of 
procedure has justified itself, but also we are able 
to answer it. The result, unquestionably, is to assert 
the success of the new method. 

But, it may well be asked, what are the consequences 
of this mechanization? One, of course, is a large 
displacement of male staff, which, however, is being 
rapidly offset by a process of transfer, by the opening 
of new branches, and by the replacement of vacancies 
caused through death or retirement. It means also, 
however, the engagement of a few additional lady 
clerks. It also curtails the entry of new juniors during 
the transference of the various branches to the new 
methods; but the normal flow of entries will be resumed 
at the end of this period. It will, however, be unnecessary 
for these young men to spend the years on posting 
ledgers which were called for under the old hand-posting 
system. The phase of change, however, which will most 


Slane Hel 













ih itl CATR IBRE Syie. 





De ele Le 


arena 






4 
2 
| 
4 
& 


he iO RAM. cee ed 


ee te ee 








MECHANICAL ACCOUNTING 171 


probably be uppermost in people’s minds concerns bank- 
ing procedure. It is impossible to do more now than 
outline the effects of the system in general, but the 
benefits of the new methods are felt in many minor 
ways—the cumulative effect of which is considerable. 
The basic principle of the system is, as I stated earlier, 
not only the automatic recording of every item, but the 
immediate agreement of these items with a pre-determined 
total. This occurs every time a section of the day’s work 
is handled—however small or however large—and, as these 
agreed figures are brought forward as the first items on 
the next list of entries, it necessarily follows that when 
the final postings of the day are made a complete and 
agreed figure is available. This procedure goes on day 
by day : and at the end of a balancing period, whether it 
be a week, a fortnight, or more, the extraction of a com- 
plete balance of the accounts merely consists of a correct 
listing of the various balances. 

The old system, which not only entailed the balancing 
of the whole of a day’s entries in one balance, but also 
an attempt to balance the transactions of a whole week 
(or more) in one trial, is clearly inferior to thenew. Again, 
when items are posted by machine to a customer’s account, 
the balance is automatically extended and is definitely 
correct ; and when the customer’s statements are posted 
later by an independent operator it is definitely proved 
that they are posted to the correct account. It no 
longer becomes necessary to enter the details of the 
various items on the day-book sheets, and the usual 
calling over becomes unnecessary. Also, in large offices, 
it is usual to employ a staff to enter up the pass-books 
either from the vouchers or from the entries in the ledger ; 
but under the machine-posting system this work is 
performed by the very same staff of operators who post 
the ledger records. 

These are the principal changes involved in adopting 
the system. One of the chief benefits is that it is possible 
to keep the work of an office always up-to-date. Each 
day’s work—whether it be heavy or light—is dealt with 
and disposed of as it comes along; only those who have 
been responsible for the organization and control of large 
and busy offices will realize to the full what relief this 
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The Evolution and Progress of 


Mechanical Accounting 
By a Banking Correspondent 





is gradually emancipating the world from the age- 
long thraldom of routine drudgery pursues its way 
in the banks with increasing momentum. 

It began for all practical purposes some thirty years 
ago when the first Burroughs adding machines found 
an entrance into banking offices—curiosities received with 
tolerant, superior, and pitying smiles by a generation of 
pen-men. The most far-sighted of these would have 
ridiculed the idea that a day would come when the 
whole organization of Head Office banking, of the Clearing 
House, and of every institution wherein listing and adding 
were required, would be built up around those strange, 
clumsy-looking pieces of apparatus which collected knots 
of onlookers wherever they were used. 

Today it is no exaggeration to say that London 
banking depends on these machines; it is difficult to 
conceive how the mass of entries now passing daily 
between bank and bank directly and through the Clearing 
House, could be handled at all without them. Indeed, 
in a sense it is true that the multiplication of London 
banking offices, bringing facilities to the doorstep of every 
member of the public, has only been rendered possible 
by the development of centralized collecting methods 
due to, and dependent upon, the simple adding 
machine. 

It is no news to readers of THE BANKER that wide 
extensions of the machine idea are now taking place: 
inventors have devised calculators for interest, tax, 
exchange, and other arithmetical computations, for the 
posting of ledgers, pass-books, security-books, and all the 
interlocking records which go to make up the system 
whereby a bank keeps its books. The whole of the work 
can now be compassed by fingering keys, pressing 
buttons, and manipulating switches, with infinite relief 


; "HE silent revolution whereby mechanical science 
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to the eyes and brains of the clerks responsible for 
routine duties. 

These things, still strange to many people, are destined 
to be the commonplaces of the future, as the adding 
machine, a freak in the ‘nineties, is today. Already several 
banks have launched schemes of mechanization covering 
more or less of the routine work of their branches; some 
have introduced machines for ledgers and pass-book 
statements; while others are committed to plans 
involving besides many parts of the internal accountancy 
—with a view eventually to the supersession everywhere 
of the pen by the machine. 

Included in this last category is the Westminster 
Bank, which, benefiting by some years’ experience of 
the use of mechanical methods gained in its continental 
subsidiary, and by knowledge gained in exhaustive 
inquiries during a specially-planned visit to Canada and 
U.S.A., decided to make the complete change-over at 
one stroke. Already several of its busiest branches have 
taken the plunge. They have scrapped the old methods 
entirely, and, equipped with a full complement of the 
latest book-keeping machines, carry their operations 
through from the counter, via internal records to ledgers, 
pass-books, and permanent archives, “untouched by 
hand.” The requirements of accountancy have been 
met without a written figure or a mental arithmetical 
calculation on the part of any member of the staff. Even 
the headings of ledgers are printed from plates which are 
used also for pass-book statements, advices, envelopes, 
and other documents needing the names and addresses of 
the customers. 

Certain of the main changes involved may be men- 
tioned briefly. First, the existing system of counter 
records is abolished, and a simplified system is substi- 
tuted. Next, the familiar waste books and subsidiary 
records are displaced by what are known as control 
sheets, which are prepared entirely by the machines— 
these have reduced by above one-half the labour 
previously required. The function of these sheets is to 
provide figures which enable each day’s work to be 
proved and checked. The old form of day books, 
remittance forms, and other records subsidiary to the 
impersonal ledger are also disbanded; and posting to the 
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ledgers both for current and impersonal accounts is done 
by machine. Besides this, however, all statements or 
pass-books are prepared by the machine, and these can 
be kept thoroughly up to date. Lastly, the compila- 
tion of data requisite for calculating interest, charges, etc., 
is also assigned to a machine process. 

There is no finality where there is life, and it is perhaps 
a little early yet to judge of the ultimate possibilities of 
this innovation in banking methods. The old, dying 
system had in it the results of long years of experience. 
Similarly it may well be that in days to come improve- 
ments and modifications will add to the efficiency both of 
the machines and the ways in which they are employed. 
Even at the infant stage, however, manifest gains are 
being realized, to the bank, to the staff, and to the public. 
To quote again the experience of the Westminster Bank, 
there is improvement in the output of the clerks, in the 
clearness of the records, in readiness of verification (at 
any hour of the day) of the correctness of the work, 
and in facility for coping with difficult periods. 

There may be some of the elders on the staff to whom 
the dreary drudgery of listing, casting, ledger posting, 
extracting, and balancing is but a time-softened memory, 
who will regret the change; but the new generation, set 
free from the necessity of long years of elementary toil, 
and thus enabled at an earlier age to grapple with the 
more technical tasks of the profession, will welcome the 
kindly apparatus which always writes legibly, always adds 
and subtracts accurately, always places figures evenly, 
and is never reduced by late-hour weariness to a condition 
in which figures will not be added, or balances agree. 

By the public, of course, mechanization will be judged 
from the point of view of each individual. No doubt it 
will take time to convince certain private customers that 
clearly typed sheets, gripped into neat covers, are better 
than badly written—and we are told they are always 
badly written—pass-books! At all events, alternatives 
can be placed before them, on the principle adopted by the 
Westminster Bank, of a sheet in brief, a sheet with full 
details, or the old-fashioned book ; and in all probability 
the time is not far distant when the pass-book in manu- 
script will be considered, like the bound ledger, hopelessly 
out of date. 
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Credit Lists 


By Paul Einzig 


HERE is good reason to believe that the attempt 
to establish a system of interchange of credit 
information will be successful. The Committee 
of Accepting Houses is understood to be taking steps to 
elaborate a scheme for a credit information bureau, with 
the aid of which it will be possible to form an idea as to 
the extent to which borrowers avail themselves of credit 
facilities in this market. The origin of the movement 
was the notorious “‘Sicmat”’ failure, in which some twenty- 
three London banking houses were involved to an extent 
of about £1,200,000. None of those involved was aware 
of the excessive borrowing of that firm. It has been 
realized in banking circles that this is a highly unsatisfac- 
tory state of affairs, which ought to be remedied before it 
leads to further losses. The suggestion was made that 
credit lists should be established for the purpose of 
collecting information as to the amount of credit granted 
to individual borrowers. Every creditor should declare 
the amounts granted to each of their customers, which 
would be kept strictly confidential, and the total granted 
to each firm would be disclosed only to members of 
the organization. 

Although the necessity for and advantages of such 
arrangement are only too obvious, the suggestion had 
none the less a mixed reception. It is contrary to the 
traditional secretiveness of the City. While in other 
financial centres, notably in New York, it is customary to 
exchange information freely, in London information 
relating to business transactions is jealously safeguarded. 
It is by no means easy to bring about a change in the 
general conception in this respect. Any attempt to 
make fundamental innovations is doomed to failure, 
as the majority of banking firms would refuse to 
participate in a scheme involving a marked breach 
with century-old traditions. Thus, it would be futile to 
attempt to follow the example of New York, where a 
scheme is in operation which provides for information 
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not only as to the amounts of credits but also as to the 
terms. Most banks in London would never agree to part 
with detailed information of that nature. In order to 
be able to attain some result it would be advisable to 
aim at modest results—at any rate at the beginning. 

The simplest form in which the scheme of interchange 
of credit information could be put into practice is to 
confine the information to the names of the firms to which 
credit is granted, without disclosing any particulars as 
to the amount granted and the extent to which the credit 
is used. The information thus collected is, admittedly, 
far from satisfactory. It does not indicate even approxi- 
mately the total amount of credits raised, as the amounts 
obtained from each creditor may vary within very wide 
limits. In spite of this, the information would be useful. 
If the creditors of the ‘“‘Sicmat,’”’ for instance, had been 
aware that credit had been granted by twenty-three 
firms, they would probably have got in touch with each 
other to ascertain the total. After all, there can be only 
two alternatives. Either the borrower raises large 
amounts from each bank, in which case it is obviously 
overstepping its limits, or he raises small amounts from 
most of them—which can hardly be regarded as a 
favourable sign. 

In this simplest form the scheme is acceptable, even 
to the joint-stock banks, which could not possibly be 
induced otherwise to co-operate. As most of their foreign 
customers are banks, they would be reluctant to part with 
figures as to the amount of credit granted, but there is 
no reason why they should not supply the credit informa- 
tion bureau with a list of the names of their banking 
correspondents abroad. After all, such a list is published 
in any case every year in the “ Bankers’ Almanac.” The 
list to be communicated from time to time to the credit 
information bureau would not, of course, be identical 
with the list as published, since the latter includes all 
banking correspondents, while the former would contain 
only those to whom credits have been granted. The 
question may arise at what intervals the changes should 
be reported. The ideal solution would be to announce 
changes as soon as they occur. It is doubtful, however, 
whether that would be practicable in the case of banking 
debtors ; for their relations to their London correspondent 
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are subject to very frequent alteration. Often they draw 
upon their acceptance credit while they have a balance 
in London well in excess of the amount of credit used. 
On the other hand, if the name of debtors is declared only 
at certain intervals—quarterly or half-yearly, for example 
—the result may be misleading. Ifa foreign bank has an 
account with half a dozen London banks it is likely to 
have a credit balance with some, and an overdraft or an 
acceptance credit with others. In the course of a long 
period, such as six months, it is likely to have used credits 
from each bank, so that the credit list would disclose six 
creditors, while in reality the number of creditors has 
never been greater than, say, three or four. Thus, it 
appears that, even in its simplified form, the problem of 
credit lists is far from simple. It requires the collaboration 
of the best brains in the City to find a’solution acceptable 
to all parties and useful to all of them. 

One of the principal obstacles is the fear of competi- 
tion. Although most banking houses have a fairly accur- 
ate idea as to the principal customers of their rivals, the 
official announcement of the names would, it is feared, be 
followed by attempts of competing houses to take away 
each other’s customers. There is no need for uneasiness, 
however, in this respect. As it is, competition is very 
keen, and cannot be accentuated much more. In fact, 
the first step towards the co-operation of rival houses is 
likely to attenuate, rather than to accentuate competition. 
Possibly the establishment of a central organization may 
lead to a subsequent arrangement for the regulation of 
rates of commission, though it would be a mistake to 
attempt to solve the two problems simultaneously. 
Several banks are opposed to the discussion of the ques- 
tion of commissions, and it would be difficult to obtain 
their co-operation if that question were to be raised. 

The policy to be followed is to include everybody, 
if possible, and, to that end, modest initial results should 
be accepted. Subsequently, if the results of the scheme 
prove to be satisfactory, it could be gradually extended. 
The next step would be to obtain the amount of credits 
granted, together with some details—-such as the amount 
actually used and the extent to which the credits are 
secured. Those who at present oppose the scheme will 
gradually realize its advantages. 
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Bankers and the Law 






Registrations of Charges and other Incidents 
Affecting Land 


4% HE proceedings in the Courts have been singularly 





free from any decisions of moment to bankers. 
Indeed, beyond the ordinary but necessary recourse 
to the Courts by way of summary process, there has been 
little moving. The absence of judicial declarations affect- 
ing banking leaves us space, however, to comply with 
requests from our readers to deal with certain matters 
of practical banking which are beset with statutory or 
other legal difficulties. For instance, we are informed 
that there is in the minds of many people a little confusion 
as to the effect of the new Law of Property Statutes 
upon practical work in the Securities departments. It 
may be as well, therefore, to collect together the more j 
important provisions of these Acts and proffer such | 
comment as seems called for to make plain their 
application. We shall hope in this and succeeding 
articles to touch generally on the changes involved. 
Whatever the form of charge, protection of a banker’s 
priority must be of paramount importance; therefore, 
we will begin with the new provisions for registration of 
charges and other incidents affecting property and rights 
in land. The Law of Property Act, the Land Charges ; 
Act, and the Land Registration Act have not, of course, 
invented the notion of registration. Everyone knows 
that for many years prior to 1925 various provisions 
existed to that end. Every securities clerk will remember 
the registration of pending actions (lites pendentes) 
affecting land, writs of elegit, judgments, Crown debts 
and land improvement charges, and deeds of arrangement 
involving land. There was, again, the bankruptcy of an 
estate owner registered in bankruptcy. Again there were 
the registrations of certain charges on land registered on 
the Companies Act Register at Somerset House. All 
these registrations remain, and we need scarcely say that 
the Companies Act registration is not affected by the 
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new Act, and is still a quite separate matter. The rest 
of the pre-existing registrations, however, are brought 
under the ordered system now set up by the Land Charges 
Act Registers at the Land Registry. Indeed, they absorb 
four out of five registers to be kept. In addition, there 
is set up a fifth register, which is new, and these five 
registers now have an index (in alphabetical order) of 
all estate owners against whom a judgment or other claim 
or charge affecting his land is registered. 

Before embarking on the detail of these registers, it 
is necessary to premise that so far we are dealing only 
with unregistered land. Later we shall separately 
explain the way in which charges and claims on registered 
land are provided for. So long as the ideal of a complete 
registration of title is unattained we shall be faced with 
this irritating dual system of title, and have to preserve 
all kinds of differences. 

It is convenient, therefore, to treat first of unregistered 
land. The new Acts, which we owe to the energy of 
Lord Birkenhead, so far as they affect registration of 
claims and charges upon all landed proprietors, should 
prove an undoubted improvement. As we have said 
above, of the five registers kept, four of them repeat and 
embody (with certain modifications) the pre-1925 regis- 
trations. They are (1) The “ Register of Pending Actions,” 
i.e. any proceeding pending in Court relating to land 
or any interest in or charge on land. As from 1925 any 
petition in bankruptcy is also registrable in this register. 
(2) “‘ Register of Annuities’’—this is really the same 
register as existing prior to 1926. It is a closed book, 
and no fresh entry is possible in it. Provision is made 
elsewhere in the registers for other annuities, as we shall 
presently see. So soon as all the entries existing in it are 
vacated this register will disappear. (3) “‘ Register of 
Writs and Orders.”’ In this, among other things, may 
be found any orders for appointment of receivers of land 
and bankruptcy receiving orders. (4) “‘ Register of 
Deeds of Arrangement,” where the assets include land. 
As regards (3) and (4), omission to register frees a 
purchaser of the land from the disability not registered. 

We now come to the more comprehensive fifth 
register. This not only includes certain pre-existing 
registration provisions but imposes fresh requirements, 
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and is probably of most material consideration to bankers 
generally. 

This register is divided into five classes: A, B, C, 
D, and E. 


Class A.—Certain Acts of Parliament provide for 
special charges upon land, e.g. the Land Drainage Acts, 
the Improvement of Land Act of 1864, the Agricultural 
Holdings Act 1923, and the Tithe Act 1928. Such 
statutes allow for money being raised and a charge by 
way of rent or annuity or a fixed sum being created upon 
the land, subject to the improvement on redemption 
when such charges are created upon the application of a 
party incurring the expenditure. 


Class B.—This class includes any of the charges 
referred to above created otherwise than on application 
of any interested party, but are only registrable if 
acquired under a conveyance made after January I, 
1926. And any purchaser of land encumbered with such 
charges can take free of such charges if they are not 
registered before completion of the purchase. 


Class C.—This part of the fifth register is most 
important to note. There are four matters of charge 
registrable :— 

(a) A legal mortgage not protected by the deposit of 
the title deeds. This the Act calls a puisne mortgage. 

(b) A charge acquired by a life tenant on account 
of having paid off any death duties or other liability— 
i.e. a “‘ limited owner’s charge.” 

(c) An equitable charge not protected by the proper 
documents of title—i.e. “‘a general equitable charge.” 
It should be noted that under this definition would be 
included any annuity created after ro25. 

(d) Any contract of sale by a legal owner (including 
an option of purchase)—i.e. “‘ an estate contract.” 


Class D.—There are here three matters of charge 
that are registrable as notice to all the world :— 

(1) A charge for death duties claimed by the Inland 
Revenue. If there is no such entry against a proprietor 
or estate owner the inquirer is under no duty to inquire 
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beyond the register. It is the duty of the Inland 
Revenue to register any such charge. 

(2) Except in the case of a lessor or lessee, any 
restrictive covenant entered into after 1925 must be 
registered if it is to bind a purchaser. If not registered 
a purchaser can take free of it, and we suppose even if 
he have actual notice of it. A transfer of such a covenant 
made before the Act but transferred after it requires 
registration to bind the purchaser. Otherwise pre-Act 
covenants of a restrictive nature are subject to the old 
rules-~i.e. unless the covenant is one that “runs with the 
land’ and therefore binds a purchaser—express or con- 
structive notice is to be proved before he can be bound. 


(3) An equitable easement. 


Class E.—Register of Annuities.—The annuities here 
registrable are only those that were created before 1926 
but had not been previously registered under the older 
statutes. Any annuities created after 1925 are regis- 
trable as general equitable charges under the fifth register, 
Class C (c). 

These are the five classes of the fifth register—that 
of Land Charges; and before we deal with the matters of 
search for other charges by a banker it is well to recognize 
that there are cases where a banker himself should, to 
protect his priority and rights, register his charges. For 
registration, be it noted, is notice to all the world of the 
charge or claim registered. 

Take, for instance, Class C as outlined above. 
Suppose that a banker, as a supplementary security, 
takes a second mortgage or charge over land and has not 
the deeds—they may be with the first mortgagee. In 
that case the banker, as a second mortgagee, holds a 
puisne mortgage. He is the owner of a general equitable 
charge. Should he not perfect his proper position by 
registration under Class C (c)? Assuredly he should 
do so. If he do not, may not a subsequent lender on 
security of the same land obtain priority for his charge 
by registering it? There may be other cases conceivable 
where the deposit of the deeds with the banker is not 
possible (e.g. two properties comprised in one conveyance 
and the banker’s depositor not having the control of the 
deeds). If the banker does not register he may be 
fo) 
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postponed to a subsequent holder of a charge who has 
obtained the deeds. Be it remembered that there is no 
legal duty to endorse any charge on the proper deeds. 

It may be, too, that the fourth subdivision of Class C 
may be in point. Suppose a banker take a charge on 
land which is in itself part of a larger parcel and that, 
therefore, the whole of the deeds do not come into the 
banker’s possession by way of deposit. The “ key” 
deeds may enable another person to obtain a charge 
over the whole parcel. The banker could not, perhaps, 
have registered his charge as “a general equitable charge ”’ 
under Class C (c), because some documents he had in fact. 
How can he protect his priority ? It has been suggested 
that he could do so if such deeds as were deposited 
(although not the whole) were under a memorandum 
one of the terms of which was that the depositor agreed 
(as is the usual case) that he would give the banker a 
legal mortgage when required and the powers of sale 
incident thereto. 

Would not that agreement amount to an “ estate 
contract”’ under Class C (d) and registrable as such ? 
We think it might be so, and that the banker would, in 
such a case, properly preserve his position by registration 
under (d). Of course, if the banker holds all the proper 
deeds no question arises such as the above, but in the 
emergencies of banking practice such cases as those 
discussed do, at times, arise. 

Reverting for a moment to the first four registers, 
which take the place of the pre-existing provisions in 
relation to lis pendens, annuities, writs and orders, deeds 
of arrangement, only the second—the Register of 
Annuities—calls for remark. Put briefly there need 
be no confusion. In the above summary of the various 
registers it will be seen there are three possible places 
in the combined register in which one may find a 
registrable annuity or rent charge. 


(1) Register No. 2, expressly called the Register of 
Annuities ; 
(2) Class E of Register No. 5—Land Charges; 


(3) Under Class C (iii) of Register No. 5 is ‘‘ a general 
equitable charge.” 
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This last named is the appropriate place for all 
registrable annuities created after 1925. The two former 
are temporary, and extend to cover only annuities 
registrable prior to the new Acts. Register No. 2, 
indeed, is only the old Register of Annuities, while to 
prov ide for any of these old annuities that may not have 
been registered Class E of Register 5 is provided. 

The mode in which registration is effected is not 
usefully discussed here, as it is purely a mechanical 
process and is usually done through the solicitors. And 
the next topic to be discussed will be the process of 
searching the registers. We may conveniently point 
out here, however, that besides the actual registration 
of charges there is a provision nowadays that may prove 
useful to bankers, occurring in the Law of Property 
Amendment Act 1926. It is a preliminary registration 
of a priority notice—in contemplation of a registrable 
charge then being negotiated. Such a notice may be 
lodged not later than two days before the registration is 
to be dated. 

It is unnecessary to stress the importance of a 
complete search of registers before advancing on land, 
and several matters of importance, therefore, we must 
refer to in the next instalment. 


Branches Opened and Closed 


Home 
Barclays Bank, Limited, have opened new branches at 2 Ditton 
Road, Tolworth, Surbiton; 49 Newman Street, W.1. Sub-branches 
have been opened at 86 Tankerton Road, Tankerton ; Arkengarthdale, 
Yorkshire; Eversley Road, Sketty, Swansea; 8 Crofton Road, 
Locksbottom, Farnborough, Kent; and at Civic Square, Tilbury. 
Westminster Bank, Limited, have opened new branches at 67 Belle 
Vue Road, Southbourne, Bournemouth; 72 Charminster Road, 
Bournemouth; at Barnsley; and 141 Ebury Street, London, S.W.1. 
Lloyds Bank, Limited, have opened new branches at 85 High 
Street, Barnet, and at Twickenham. 
Martins Bank, Limited, have opened a new branch at 18 Watford 
Way, Hendon, N.W.4. 
Abroad 


The National Bank of New Zealand has opened an agency at 
Kaori (Wellington). 

The National City Bank of New York has opened a branch at 
Brooklyn. The bank has now 13 branches n Brooklyn and 34 in 
Greater New York. 
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Bankers (Guarantees 


This ts the first article on this topic ; another contribution will be published 
in the September issue. 


NE of the commonest methods by which bankers 
C) protect themselves against loss on advances or 

overdrafts is by taking a guarantee; and branch 
managers are constantly called upon to deal with 
problems more technical and numerous in connection 
with this class of security than any other. 

Guarantees originate outstandingly in two ways, 
viz.: a customer may have little or no security of a 
tangible nature to offer and a guarantee is suggested; 
or a manager who already possesses all the saleable 
security available may call for a guarantee to cover a 
risk he considers to be only partially secured. 

In dealing with these it should always be borne in 
mind, first, that the efficacy of a guarantee is absolutely 
dependent upon two things, namely, the completeness in 
form of the guarantee itself, and the original and continued 
solvency of the guarantor. As far as the form of the 
guarantee is concerned, almost every bank now has its 
own model printed document. It should be appreciated 
that every provision contained in this model has been 
inserted for a very definite reason, and it is a mistake to 
countenance the suggestion that a guarantee drawn upon 
a sheet of note paper would afford the bank the same 
degree of security. It is true that complaints are 
frequently heard as to the length and complicated nature 
of such documents; and the criticisms may be justifiable 
to the extent that prolixity is no criterion of efficiency. 
But it should be borne in mind that in the past the law has 
jealously guarded the position of the guarantor; and 
circumstances, too numerous to mention, may arise in 
the ordinary conduct of business under which the 
guarantor may be relieved of liability (mainly upon the 
ground that a variation in the terms of the contract has 
taken place) unless such matters are provided for. It is 
obvious that a bank cannot be expected to regulate and 
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circumscribe all its business dealings with its customer 
solely with an eye to retaining the liability of the 
guarantor. Hence the necessity for drafting the clauses 
of a bank guarantee with a view to preventing the 
guarantor from obtaining his discharge otherwise than by 
payment of the debt guaranteed. Experience has proved 
the wisdom of insisting upon the bank’s own form of 
guarantee being utilized. Indeed, it may safely be stated 
that, if a guarantee in the form of “a simple letter’’ be 
accepted, the guarantor would probably have little 
difficulty in evading his liability. He may (iétcr alia) 
allege that the bank has in some way varied the terms of 
the original contract ; that it has taken a new security from 
the customer in lieu of the original one; that it has dis- 
charged the customer or a co-surety ; that it has given time 
to the customer; or that it has been guilty of negligence 
in not perfecting securities charged to it by the customer. 

Against all or most of these dangers the branch 
manager is protected by the knowledge and experience 
of his bank in providing him with a document to meet his 
requirements. But the solvency of the guarantor is of 
necessity his personal concern. He may have been 
unfortunate in the gentlemen he has accepted as sureties 
—one finds a banker here and there who declines to regard 
a guarantee as a security of any sort. Such gentlemen 
will probably find themselves in agreement with the 
famous definition of Mr. Micawber, that “ A guarantee 
is where one man that can’t pay gets another man that 
can’t pay to say he will.’”’ And that guarantees have been 
a source of great tribulation for at least several thousand 
years is suggested by the Book of Proverbs, chapter xi, 
verse I5, where we read that “ He that is surety for a 
stranger shall smart for it, and he that hateth suretyship 
is sure.” 

Why is it, then, that guarantees have for ages formed 
the subject of so much dispute and litigation? Is it 
not due to. the fact that but a small percentage of 
guarantors expect ever to be called upon; and, further, 
that it is mainly due to their complete confidence that 
such an event will never occur that they are induced to 
enter into the contract ? Viewed even from this aspect, 
however, it must be admitted that guarantees can serve 
a useful purpose; for the willingness or otherwise of a 
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director to guarantee the banking account of his company 
affords a strong indication as to the degree of confidence 
he has in the success of the undertaking. Moreover, it 
would be an injustice to omit mention of the many men 
who both honourably and faithfully discharge their 
obligations as guarantors. 


Capacity and Authority of the Guarantor in the case of Public 
Companies. 


A guarantee does not differ from other contracts in 
respect of the capacity of the parties. Thus, the incapacity 
attaching to infancy and lunacy apply in the same 
manner to contracts of guaranty as to other contracts. 
There are, however, special points to be noted in the cases 
of married women, partnerships, and public companies, 
but the most important of these relate to companies. 

Thus, a company possesses only the powers conferred 
on it by its memorandum. The memorandum is its 
charter and the articles its rules of management. After 
setting out in great detail a number of “‘objects,’’ the 
memorandum usually concludes with a general clause 
empowering the company to do “all acts and things 
incidental to the carrying out of the objects.” 

In the case of a trading company, power is usually 
implied to carry out the ordinary commercial trans- 
actions incidental to the conduct of its business. Thus, 
a power of borrowing and obtaining credit by ordi- 
nary methods is generally implied in the case of a 
trading company, even though such power was not 
included in the memorandum ; though it is rarely omitted 
in these days. But if a power is to be “implied” it must 
certainly be necessary and incidental to the normal 
conduct of the company’s business. This gives rise to 
the question: Can it be said that the guarantee of 
another’s obligation is such a normal and _ necessary 
incident ? To imply a power to borrow money for the 
purpose of the company’s own business is a very different 
thing from implying a power to guarantee other people’s 
advances—even where the other people are customers of 
the company itself. Palmer’s ‘‘ Company Law’”’ states 
that a power to guarantee would not easily be implied. 
Again, the highest legal opinion is that power to guarantee 
should be expressly given by the memorandum. 
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There is, however, one case where the power to 
guarantee was implied. In re Friary Holroyd and Healy’s 
Breweries, Ltd. v. Leckham (October 26, 1922, Chancery 
Division, L.T.R.) where a company had power by its 
memorandum to “subsidize or otherwise assist” any 
person or company with whom it had business dealings, 
it was held to have power to guarantee the debentures of 
another company. 

In practice, bankers are most frequently asked to ac- 
cept a guarantee from one limited company in respect of 
the banking account of another limited company which is 
often a subsidiary company of, or one in which the first 
company is interested. 

In dealing with matters of this kind it is necessary 
to remember a startling decision of the Scottish courts a 
few vears ago in what is known as “The De La Rue 
Case,’”’ and the judgment of Lord Ashmore in the Court 
of Session. There a company known as J. A. Weir, Ltd., 
had full power to give guarantees, and guaranteed the 
payment of interest and sinking fund in connection with 
an issue of £800,000 8 per cent. convertible mortgage 
stock issued by the De La Rue Co. (part of an issue of 
£1,200,000)._ The Court decided that the powers con- 
ferred by the memorandum must be exercised only for 
the benefit of the company and for the purposes of the 
company. The deciding feature of the guarantee and 
security in this case was that they had been granted 
with reference to a debt which was not the debt of the 
company, and a debt with which the company in the 
normal and proper carrying on of its business had no 
concern. An injunction was therefore granted restraining 
the company from giving the guarantee. 

In the course of his judgment Lord Ashmore said : 
“Wide as the powers in the memorandum might appear 
to be. . . there must be read into them such implied 
conditions and qualifications as that the powers conferred 
must be exercised only for the benefit of the company 
and for the purpose of the company. If the argument 
for the respondents was upheld, that would mean that in 
the event of the dissolution of the company the preference 
shareholders who were entitled, but only after payment 
of the debts and obligations of the company, to a pre- 
ference on the assets for the amount of their shares over 
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holders of the ordinary shares, would find themselves 
postponed to the extraordinary obligation of the guaran- 
teed debt of £1,200,000 incurred for behoof of another 
company—a debt six times the amount of the whole 
share capital of their company.- On that assumption the 
memorandum would be a trap not only for the unwary 
people but even for the wary.’ (Reported in the 
“Financier,” March 17, 1923.) His Lordship did not 
overlook the fact that the composite transaction into 
which the directors entered might have been calculated 
directly or indirectly to bring advantage to the company’s 
proper business. The possible benefit of the transaction, 
however, would not prevent its illegality and invalidity— 
would not justify the incurring of an obligation for a non- 
company debt of the kind there under consideration. 

It is true, of course, that these facts illustrate an 
extreme case; but should the principles upon which it 
was decided be applied in full by the English courts 
there would be little or no value in a guarantee given by 
one company to secure the indebtedness of another 
company. It is, however, somewhat improbable that the 
principle of this decision would be followed in its entirety 
by the English courts. But it isan advisable precaution, 
when asked by one company to accept their guarantee in 
respect of the banking account of another company, to 
ask what benefit the company giving the guarantee is 
going to receive; or, in other words, what consideration 
the guaranteeing company gets for undertaking the 
liability. The object is to ensure that the directors of 
the company giving the guarantee are exercising their 
powers for the benefit of their own company. 

It may be noted that there are English decisions to the 
effect that where it has power by its memorandum to do 
so, a company may guarantee the interest on debentures 
of another company when it is desirable in the interest 
of its own business to do so. (Ex. ~. Booker 1880, 
14 Ch. D. 317.) 


Guarantees by Directors of their own Company's Banking Account. 


The articles of a company frequently contain a clause 
to the effect that if the directors enter into contracts with 
the company in which they are personally “‘interested’”’ 
they shall not be present and vote on the matter. A very 
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recent decision of the High Court on November 8, 1926, 
in Victors, Ltd. (in liquidation) v. Lingard, is a warning to 
bankers in dealing with companies of this kind. In this 
case the directors had guaranteed the company’s banking 
account, and the bank appeared to have been satisfied 
with the guarantee as a security. The directors knew 
that the company was in a perilous position and procured 
the company to issue debentures to the bank as security 
for the overdraft, the directors (who had guaranteed the 
company’s account) being present at the meeting which 
authorized the transaction. The liquidator of the com- 
pany claimed that the debentures had in reality been 
issued, not for the benefit of the bank, but in fraudulent 
preference of the directors as guarantors, and should be 
set aside in pursuance of section 210 of the Companies 
(Consolidation) Act, 1908, which incorporates into the 
winding-up of joint-stock companies the bankruptcy 
rules regarding fraudulent preference. While actually 
the debentures were upheld on the ground of estoppel, the 
principles enunciated demand the attention of practical 
bankers. Thus, when taking debentures in support of 
directors’ guarantees, it should be ascertained whether the 
articles of the company contain a clause on the lines of 
that above referred to. If they do, the difficulty should 
be overccme in one of the following ways : 

(1) By alteration of the articles, the clause in question 
being properly amended with a view to enabling the direc- 
tors to carry out the transaction notwithstanding the fact 
that they are personally “interested” in the same; or 

(2) By arranging that the debentures be issued pur- 
suant to a resolution passed by the company in general 
meeting. 

Unless one or other of these courses be adopted the 
guarantee will be open to the objection that it is liable to 
be set aside, unless it can be proved that the directors 
who have signed the guarantee were not present and did 
not vote at the board meeting when the debentures were 
executed. In this matter, moreover, it may well be that 
a bank would be in a slightly stronger position if it omitted 
to call for a certified copy of the resolution passed by the 
board directing the issue of the debentures (as is commonly 
done) thus bringing to their notice the actual names of 
the directors present, 
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A Guarantee in respect of an ultra vires Borrowing by a Company. 
On the strength of an old decision known as the York- 
shire Railway Wagon Company v. Maclure (in 1879), it 
has always been considered that a guarantee in respect of 
ultra vires borrowing was good ahd binding; but the facts 
of that case were very complicated indeed, and the point 
was not regarded as being altogether clear. The principle 
has been recently settled by the decision in Garrard 
v. James (‘“‘ Weekly Notes,’’ 1925, page 99), where the point 
at issue was whether a guarantee of a contract could be 
enforced if the contract were repudiated on the ground 
that is was ultra vires. The decision of Mr. Justice 
Lawrence was that it could. The facts were that a joint- 
stock company entered into contracts the performance of 
which was guaranteed by three of the directors of the 
company. The company declined to carry out the 
contracts on the ground that they involved action which 
was beyond the powers of the company ; and on behalf of 
the directors it was argued that, as it was impossible for 
the company to carry out its obligations, the guarantee 
could not be enforced. Judgment was given in favour 
of the validity of the guarantees, and the court reaffirmed 
the decision in “‘ Yorkshire Railway Wagon Co.v. Maclure”’ 
(1882, 21 Ch. D. 309), drawing a distinction between the 
guarantee of a contract which was merely wltra vires 
the contractor, and one which was illegal as being contrary 
to public policy or the provisions of a public statute. In 
the latter case it was clear that a guarantee to carry out 
an illegal contract was not enforceable. The usefulness 
of this decision arises where inadvertently a bank has 
permitted a company to borrow ultra vires, and when there 
is no means of regularizing the same. 

A borrowing which is merely ultra vires the directors 
can be regularized by resolution of the company in 
general meeting. This frequently occurs where section 73 
of Table A applies, so that the borrowing powers of the 
directors (as distinguished from those of the company) 
are limited to an amount equal to the issued capital. If 
the directors borrow beyond the figure their action is 
capable of ratification as above-mentioned. If, however, 
the borrowing is ultra vires the company itself, it is 
incapable of ratification, but a guarantee in respect 
thereof by the directors would be binding. 
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Banking Appointments 
and Retirements 


URING the past month or so the Midland Bank has 
D been called upon to suffer losses from the personnel 
of its higher management. Mr. Richard Richards 
retired from the position as joint general manager because 
of ill-health, and his withdrawal was followed by that of 
Mr. Edgar W. Woolley, who until then had been, with 
Mr. Frederick Hyde, a joint managing director. A 
portrait of Mr. Woolley occupies the frontispiece of this 
number of THE BANKER. 

It is an epitome of Mr. Woolley’s career that he grew 
up with and for the banking company which now is known 
under the short title of the Midland Bank—as did the 
late Sir Edward Holden. With him Mr. Woolley was 
associated closely not merely for the long space of thirty- 
six years, but from the date of entering upon a banking 
career. Mr. Woolley would in consequence be first to 
admit that it was this early association with the late Sir 
Edward which proved to be the strongest influence 
operating to assist his career; for Holden’s influence was 
as profound and yet perceptible, as his character was 
strong and his achievements were great. Though it is 
already ten years since he died, none who worked under 
him will deny this eulogy. 

The two were connected in work, then, from 1883 
onwards to 1919—except for the period 1890-91, when 
Mr. Woolley moved to occupy the position of accountant 
at Leeds with the absorption of the Leeds and County 
Bank by the Birmingham and Midland Bank in 1890. 
Mr. Woolley was therefore at Sir Edward Holden’s right 
hand during those most consequential years of develop- 
ment which finally led to the creation of the London 
Joint City and Midland Bank—the outcome of the 
important amalgamation in 1918 between the London 
City and Midland Bank and the London Joint Stock 
Bank. 

The positions Mr. Woolley occupied successively in 
an institution which, in 1883, possessed no more than five 
branches, compared with over 2,000 in 1929, were first, 
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as mentioned, as accountant at Leeds during 1890-91; 
then from 1891 to 1897 he acted as head office accountant 
at London; from 1897-1901 he was an inspector of 
branches and in 1902 he returned to head office as 
chief inspector. He occupied this position until 1907 
when he was appointed chief accountant, and in 1909 he 
became assistant manager of the Threadneedle Street 
office. From 1914 to 1920—thus covering the whole of the 
war period—he was a joint general manager of a bank 
which, during these years, increased its deposits from 
£125,000,000 to £371,000,000. It is since 1920 that he has 
shared with Mr. Hyde the honour of being joint managing 
director—a position which indicates the appreciation by 
the bank of his capacity and worth. 

THE BANKER congratulates Mr. Woolley on a career of 
great usefulness, outstanding importance, and of high 
achievement, and extends to him good wishes in his 
retirement. As all who know him will understand, 
however, this could not now be complete; and, indeed, 
Mr. Woolley intends still to maintain contact by 
continuing to sit on the board. 





The Rt. Hon. Viscount Peel, P.C., has been re-elected 
to a seat on the board of Barclays Bank Limited. 


Sir Alexander R. Murray, C.B.E., has been elected to 
a seat on the board of Lloyds Bank Limited. Sir Alexan- 
der was a member of the Royal Commission on Indian 
Currency and Finance, 1925-26, and a governor of the 
Imperial Bank of India, 1922-27. 


On account of the retirement through illness of Mr. 
Richard Richards, Mr. H. Wrighton, formerly an assistant 
general manager, has been appointed a joint general 
manager of the Midland Bank Limited. Mr. C. B. Allen 
and Mr. J. H. Parry, formerly general managers’ assistants, 
have been appointed assistant general managers. 


Mr. W. Hardwick, general manager’s assistant, and 
Mr. W. R. Neve, joint manager at Princes Street office, 
have been appointed assistant general managers of the 
National Provincial Bank Limited. 
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The United States and the New 


International Bank 
By H. Parker Willis 


OW that the conclusions arrived at by the Repara- 
N tions Conference at Paris have become public, 
and that there has been time to examine the new 
proposals, opinion is slowly forming itself among the finan- 
cial community of the United States with respect to the 
whole question of German reparations on the new basis and 
the probable relation of the United States thereto. It is 
significant that the outstanding element in what has been 
done appears, from the standpoint of the financial com- 
munity, to relate to banking. There is, in other words, 
considerably more interest in the banking phases of the 
discussion than is in the other elements of it—except, of 
course, for the general underlying fact that great relief 
is undoubtedly felt by all responsible persons that a 
definite, and more or less feasible plan of settlement has 
been evolved at all. The significance attached to the 
banking side of the situation grows out of the recognition, 
for a long time admitted, that the handling of the gold 
held by the Federal Reserve System must be governed 
in no small measure by the decisions reached with regard 
to reparations and the readjustments to follow therefrom. 
Accordingly, the plan for a bank of international settle- 
ments has from the first elicited a good deal of attention 
and discussion, even in quarters in which that result had 
hardly been expected. 

Before attempting to discuss the more technical 
phases of what is proposed as regards this bank, it is 
worth noting that, diplomatically speaking, the whole 
matter is regarded as having been handled in a way 
designed to stir up, rather than to repress criticism and 
prejudice among the political element in the United 
States. A minor official of the Federal Reserve Bank 
of New York who had gone to Paris in a subordinate 
capacity, first caused serious difficulty by issuing the report 
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of an interview in which he described in rather extravagant 
language the results that were said to be expected from 
the new bank, and spoke of it as something that would 
necessarily be more or less under the influence or control 
of the Federal Reserve System. Although every effort 
was made to recall these statements after they had been 
generally published in the press, the attempt was quite 
useless, and the result was that the enterprise had to 
submit to the genera! fusilade of criticism in political 
quarters which naturally followed. Later on, when pre- 
liminary drafts of the plan were given out (apparently in 
practically their final form) in Paris, they were cabled to 
the United States, and it then appeared that provision 
had been made for giving to the Federal Reserve Bank 
of New York the power of participating on behalf of the 
United States in the establishment and operation of the 
new institution. The Federal Reserve Bank of New 
York is, for many reasons, viewed with a critical eye 
by a large part of the country, including officers of many 
of the other reserve banks; and there was a natural 
feeling that if official relationships were to be established 
between the United States banking system and this new 
institution, the action should be taken through the 
system itself or through somebody officially entitled to 
represent it. 

Recognition ot the prevailing public sentiment on the 
question led the Secretary of State, on May 16, to issue 
an official communiqué in which he took cognizance of 
the rumours that had been set afloat, and plainly stated 
that the Government would not allow participation by 
any of the Reserve Bank officials in the ownership or 
operation of the proposed bank. The essential portion 
of Mr. Stimson’s statement as then issued deserves to be 
placed on record, and is as follows :— 

While we look with interest and sympathy upon the efforts being 
made by the committee of experts to suggest a solution and a settlement 
of the vexing question of German reparations, this Government does 
not desire to have any American official, direct or indirectly, participate 
in the collection of German reparations through the agency of this 
bank or otherwise. 

Ever since the close of the war the American Government has 
consistently taken this position; it has never accepted membership 


on the reparations commission ; it declined to join the Allied powers 
in the confiscation of the sequestered German property and the 
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application of that property to its war claims. The comparatively 
small sums which it receives under the Dawes plan are applied to the 
settlement of the claims judicially ascertained by the Mixed Claims 
Commission (United States-Germany) in fulfilment of an agreement 
with Germany, and to the repayment of the expenses of the American 
army of occupation in Coblenz, which remained in such occupation 
on the request of both the Allied nations and Germany. 

It does not now wish to take any steps which would indicate a 
reversal of that attitude, and for that reason it will not permit any 
officials of the Federal Reserve System, either to themselves serve 
or to select American representatives as members of the proposed 
International Bank. 


That this official statement was widely approved, and 
that it had a good deal of influence in preventing hostile 
demonstrations in Congress there can be no doubt: the 
result being, of course, to lead to a modification of the 
text of the plan so far as it related to the United States. 
The outcome was that it finally provided for American 
ownership, or control in the hands of some representative 
institution other than the central bank of the country. 
Nevertheless, the chapter of errors was not complete, 
for Mr. Young, on his arrival in the United States on 
June 15, gave to the Press a typewritten statement in 
which he assigned large credit for the development of 
the international bank plan to Mr. J. P. Morgan and to 
other members of his firm who had been in attendance 
on the reparations discussions. Mr. Young’s encomiums 
may or may not have been thoroughly well deserved— 
a point which is not under discussion here. Remembering, 
however, the prevailing state of the public mind with 
regard to the danger of control of American financial 
relations by large banking interests in New York or 
elsewhere, it would have been well had any such 
interview been repressed, or at all events devoted to some 
topic other than the one with which it chiefly dealt. 
Unjust as this point of view may be, the fact still remains 
that it is a prevalent one, and that in establishing any 
new institution ona large scale it is necessary to deal 
with realities. Mr. Young particularily emphasized the 
active participation of Mr. Morgan himself in the real 
work of drafting the plans for, and shaping the organiza- 
tion details of the new institution, and of providing for 
its functions. He thus tended to give the impression 
that the new bank was wholly approved by Messrs. 
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J. P. Morgan & Co., or had been inspired or furthered 
by them. In so doing he somewhat impaired the 
possible prospects of a favourable attitude towards it in 
Washington, among the so-called “ progressives,’’ or of 
Federal Reserve participation in it upon any basis. 
Secretary Stimson accordingly, on June 26, after an 
interview between President Hoover and Messrs. Young 
and Morgan, publicly reaffirmed the policy set forth in 
his first statement. 

However, the real interest in the matter is not found 
in mistakes that may have been made in preliminary 
negotiations, but lies rather in the actual analysis of the 
constitution of the bank and its relations to American 
finance that is being made by responsible figures in the 
banking community. Attention has been chiefly con- 
centrated upon the question as to what the new bank 
is to do, and how these functions will affect the operations 
of the banking system of the United States. In looking 
at the first part of this question—the matter of scope or 
functions—it is especially noted that the bank is to have 
the right to receive any deposits which are “ of a nature 
consistent ’’ with “ the facilitation of international settle- 
ments.” Especially, the bank is to be empowered to 
accept deposits from central banks for the purpose of 
establishing and maintaining a fund for settling accounts 
among these banks. According to the tentative official 
draft of the plan for the new bank which has been made 
public in the United States, “‘ The bank shall have the 
right....to accept deposits from central banks for the 
purpose of establishing and maintaining a fund for 
settling accounts among them. Such deposits may take 
the form of gold deliveries at the counters of the bank, 
or of gold held for its account under earmark by any 
central bank participating in the funds for clearing 
account.” Strangely enough, moreover, the bank has 
the right to pay interest on deposits, provided that such 
deposits are not susceptible of withdrawal “ until at least 
one month of the time of the deposit.”” Furthermore, 
the plan grants very large banking powers, for it provides 
that the “‘ Board of Directors shall determine the nature 
of the operations to be undertaken by the bank. Such 
operations shall be consistent with the policies of the 
central banks concerned. The bank may in particular 
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have the right (a) to deal directly with central banks, 
or (b) to deal through central banks which have agreed 
to act as its agents and correspondents, or (c) to deal 
with banks, banking corporations and individuals of any 
country in performing any authorized function, provided 
that the central bank of that country does not enter 
objections to it. Whenever any proposed credit operation 
affecting any particular market comes up for decision, 
the favourable vote of the governor of the central bank 
concerned (or his nominees if the governor is not present), 
sitting as a member of the Board of Directors or the 
executive committee, shall be taken as giving the 
assent of the central bank. If he declines to give his 
assent, the proposed credit operation shall not be 


undertaken in his market.’ If, however, his assent 
be given, the new bank may do almost anything it 
pleases. 


The importance thus assigned to the central bank of 
a country, or to its government, in determining the 
relationships of the proposed new bank with any such 
given country, has naturally directed attention particu- 
larly to the organization of the bank. It is noted that 
the Board of Directors is to have very large powers, 
and is to consist of the governor (or, as the case may be, 
the chief executive officer), or his nominee, of the central 
bank in each of the seven countries to which members 
of the present proposed committee belong, while each 
such governor shall appoint one other director who is a 
citizen of his own country. Furthermore, “if in any 
country there is more than one bank of issue, the term 
central bank as used in this outline shall be interpreted 
to mean the bank of issue situated and operating in the 
principal financial market of that country.” And again, 


“if in the process of organizing the bank....it is found 
that the central bank of any country or its governor is 
unable to act officially or unofficially....alternative 


arrangements, not inconsistent with the laws of that 
country,” may be made. Finally, the directors of the 
bank ‘‘ shall be authorized to appoint in lieu of any 
central bank not exercising any or all of the functions... . 
which this outline provides that central banks make or 
shall exercise, any bank or banking house of widely 
recognized standing and of the same nationality.”’ 
P 
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These provisions are interpreted to mean that the 
reparations experts are determined to have the Federal 
Reserve Bank of New York figure as one of the controlling 
banks included among the seven already referred to as 
organizers ; and if it shall prove impossible to bring this 
result about, the Reserve Bank of New York will be 
consulted and will designate some other “ banking 
house’ of widely recognized standing to act for it. 
Opinion seems to be tolerably uniform as to the meaning 
of this provision, as well as to the identity of the 
‘“ banking house ”’ intended by the provision ; and for this 
reason further discussion of the point would serve no 
useful purpose. 

As Secretary Stimson’s statement suggests, the whole 
project is naturally regarded with disfavour by American 
financiers, who are willing to express their opinions 
frankly. In the first place, they do not feel that a 
banking institution of this kind is likely to be nearly as 
responsible and reliable as the central bank of any one 
of the major countries involved in the process of collecting 
and paying reparations. Neither do they see how the 
new bank is to obtain a satisfactory control over gold 
movements, unless it merely acts as an intermediary or 
representative for some one or more of the central banks, 
which really operate through it while occupying the 
position of “‘ correspondent ’’ for the bank in question. 
They do not believe, in short, that a real upstanding 
international bank, relying upon its own resources and 
reaching independent decisions without undue inter- 
ference on the part of other central banks, can be brought 
into existence under this provision. In other words, the 
proposed new bank is regarded merely as a way of 
organizing, and at the same time cloaking the inter- 
national interference with, discount rates and gold 
movements, which has of late years been carried on by 
the central bankers’ conference. The operations of this 
conference have been regarded as being injurious to the 
United States, and it is consequently viewed with 
much disfavour in this country because the discount 
rate policy, initiated by it, instigated and fomented 
the dangerous speculative movement in the New York 
market of the past three years. That this criticism 
is both important and justitied no one will deny who 
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has first-hand experience of the evil effects of the 
movement. 

There is another group of critics in the United States 
which looks at the matter from a still different angle. 
To these, the question how this new central bank is to 
function is closely interwoven with the functioning of the 
Federal Reserve System in foreign countries. Under the 
Federal Reserve Act, the reserve banks were each of 
them authorized to establish branches or offices in 
foreign countries, and two of them have already done 
so. The New York group, very early in the history of 
the System, showed a disposition to prevent any such 
branches from being organized, either by itself or by 
any other of the Reserve banks, and eventually succeeded 
in preventing any general organization of branches 
from taking place. At first this effort was made on the 
pretence that, as war was going on, it was desirable not 
to introduce any new or troublesome elements into the 
situation, and especially not to perturb any foreign 
market by the injection of operations which might be 
unacceptable to the central bank of such a country. 
From this point of view, the efforts of the Federal Reserve 
Bank of New York to establish correspondent relations 
with the central banks of different countries were 
regarded as a sufficient establishment of foreign relations. 
Attempt was made to shut out any possibility that 
Reserve branches might be established abroad, it being 
felt that, were they to be so established, and were they 
to deal (as authorized by the Reserve Act) directly with 
citizens of foreign countries, the result would be to give 
opportunity to the smaller banks of the United States 
to embark upon foreign trade undertakings distasteful 
to the larger banks, or to take away some of the latter’s 
business. This view, which was boldly and plainly 
expressed. by the New York group of Reserve bankers 
during the early days of the System, later broadened 
into an opinion that any such branch organization 
abroad would be likely to result in operations or dealings 
made without the approval of the Federal Reserve Bank 
of New York, and perhaps tending to be out of harmony 
with the engagements which it might have entered into 
with the central bank of the country in which such branch 
organization was undertaken. There is the same feeling 
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today about the necessity of carrying out this provision 
of the Reserve Act that there has been all along; and at 
the present time, unquestionably, there is a determined 
feeling on the part of not a few members of Congress 
to endeavour to bring to light the above reasons for 
past inactivity under the terms of the Federal Reserve 
Act, and to see to it that provisions are in fact made 
effective in the future. This will be provided for in the 
forthcoming investigation of banking, arrangements to 
make which have been effected. 

That the provisions whereby the new bank for inter- 
national settlement binds itself not to do anything in a 
given market which is objected to by the central bank 
predominant in that market, would, when taken in 
conjunction with the other provisions of the proposed 
measure, practically make it impossible for the Reserve 
Act in its foreign aspects ever to come into effect, is 
very widely recognized ; and this constitutes a substantial 
argument against the idea of approving the proposed 
arrangement. As to the effect of the new bank upon 
the gold supply of the United States, it seems to be a 
tolerably prevalent opinion that the working of the 
institution would make it very much more difficult for 
the United States to control its own course of action 
with regard to the gold it now holds than would otherwise 
be the case. While most American bankers recognize, 
clearly enough, that the gold policy of the Federal 
Reserve System has been of the weakest possible sort, 
and while there is no disposition to defend it, such 
recognition does not make the community more willing 
to commit the management of the gold policy of the 
country practically to a foreign organization, or, indeed, 
to come under the domination of that organization. 
There is, ne doubt, a great deal of selfishness in this view, 
but, nevertheless, the attitude exists. 

President Hoover is unofficially, but reliably, reported 
as having no intention of submitting the Reparations 
arrangement to Congress, whether officially or unofficially 
(save in so far as may be necessary to ratify the proposed 
reduction of payments to the United States), much less 
of taking any cognizance of the sections of the pro- 
posal which are concerned with the new bank. Secre- 
tary Stimson’s declaration will prohibit the Reserve 
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Bank of New York from actively sharing in the 
management of the enterprise. This will call into 
effect, so it is now thought, the “ general provision ”’ 
included in Section 12 of the arrangement, and may 
result in action by the Federal Reserve Bank of New 
York to designate some other “‘ banking house ”’ of wide 
repiitation to represent the United States on the board 
of this bank for international settlement, unless such 
action should be held a violation of Mr. Stimson’s original 
order. Such designation will be a rather delicate task, 
and, no matter how it may be carried out, it cannot 
escape from being regarded by Congress with doubt and 
disfavour. In fact, it is now suggested that Congress 
shall take action (if the Government authorities do not 
of their own accord do so) to prevent Federal Reserve 
banks from having anything whatever to do with the 
management of the proposed new bank, either directly 
or indirectly, through designation or selection. It is 
further suggested that Congresswill direct them not merely 
to abstain from contributing to its capital, but also to 
avoid participating in any indirect way—such as is 
contemplated by the provisions already quoted in the 
management of it. It is entirely possible that some 
legislation of that sort may even be passed by Congress 
in the form of a joint resolution or some similar document. 
Congress is unquestionably in the humour to take some 
such step on account of the extraordinary dissatisfaction 
felt by many of its members with the management of 
the Reserve System. 

The question which is viewed by many as most 
fundamental relates, of course, to the bearing of this 
banking matter upon the Reparations question itself. 
According to the tenor of the discussion in Washington, 
the changes that have been made by the reparations 
agreement with respect to the sums of money which the 
United States is to receive in adjustment of its claims 
upon Germany for the cost of the American occupation 
of the Rhineland will necessitate approval by Congress. 
Enough will remain, however, of the sums that are to be 
collected under the Reparations agreement as it stands to 
satisfy all awards that are likely to be made by the so- 
called Mixed Claims Commission for damages suffered by 
American nationals during the world war. There would 
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seem to be no serious obstacle to Congressional approval, 
therefore, of this phase of the readjustment plan, which 
is all that is to be submitted; but the question arises 
whether it will not be necessary to obtain Congressional 
assent to that part of the Paris agreement which involves 
the receiving of German Reparations payment through 
the new international bank, and thereby to recognize 
the bank as the authentic representative of Germany, 
or the Allied Powers, or both. If the matter were to be 
brought up in this way, it would probably be found impos- 
sible to avoid a general Congressional discussion of the whole 
question of international gold shipments, the maintenance 
of the German mark at its present value (which, presum- 
ably, will be one of the chief duties of the international 
bank), and other questions of the same sort. Congress- 
ional dislike of the way in which the Federal Reserve 
System has been managed, and fear of the new bank as 
an agency which may tend to aggravate the evils that 
have already made themselves apparent in the Federal 
Reserve System, will unquestionably have a strong 
tendency to stimulate the disposition to reject the entire 
project, so far as Congressional action can do so. It can 
thus be said that, from the standpoint of those who 
desire to have a prompt and uncontroversial settlement 
of German Reparations, the injection of the international 
bank plan is likely to prove an injurious element in the 
whole discussion, inasmuch as it will tend to confuse and 
obscure the main elements in the debate, and to shift 
the major emphasis from its natural location to what, 
in theory at least, is a side issue—the organization of a 
new agency of payment. This new agency, moreover, 
can hardly be expected to receive dispassionate con- 
sideration, for the reason that it is unavoidably confused 
with issues growing out of the management of the 
Federal Reserve System, to which so much exception 
has in the past been taken. These are the major 
aspects of the entangled problem which are likely to 
be presented to the administration at Washington, and 
through it to Congress, as a result of the deliberations 
at Paris. It is strongly to be hoped, however, that 
the fact that the problem is unusually complex in 
character will not prevent the attainment of a 
satisfactory solution. 
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The International Bank 
By Joseph Caillaux 


(Sénateur, ancien Président du Conseil) 


E have stated in a previous article what we 
V¢ thought of the Young plan, and especially of 
the compromise reached between debtors and 
creditors. We have indicated the reasons why we wanted 
to see the ratification of the schedule of payments which 
balances with moderation the requirements and the 
possibilities of payment. The expression of our views 
would be incomplete, however, without examining the 
second part of the experts’ plan, dealing with the Inter- 
national Bank as the means of the execution of the scheme. 
This innovation, although not the most essential part of 
the scheme, yet deserves to be examined closely. 

We know the services the Bank for International 
Settlements is expected by its authors to render. Some 
years ago, when very few people only were informed 
about these problems, we endeavoured to indicate the 
importance and the difficulties of the international 
transfers amounting to milliards, and extending over 
more than half a century. It is easy to understand, 
therefore, that the experts believed that the execution of 
their plan would be facilitated if a special organization is 
in charge of the movement of the funds involved. 

But it may well be asked whether it is really necessary 
that this new organization should be a bank above the 
central banks? During the last few years, while the 
Dawes scheme was being carried out, the technical 
difficulties of transfer have been solved by conferences 
between the governors of the big issuing banks and the 
Agent-General for Reparation Payments. Conceivably 
it may have appeared desirable to make this connection 
between the banks more continuous in character ; but this 
endeavour might well have assumed a less ambitious 
form. An office of international settlements, exchanging 
with the Bank of England, the Bank of France, the 
Reichsbank, etc., all the necessary information, and pre- 
paring, in agreement with them, all transfers which they 
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have to carry out, would have been amply sufficient to 
fulfil that task. 

The second essential task of the future International 
Bank is to take the place of the Agent-General for Repara- 
tion Payments established by ‘the Dawes plan. There 
was no need for a bank for that purpose. The operations 
which have been splendidly conducted by Mr. Parker 
Gilbert for years were book-keeping transactions and not 
credit operations. The substitution of the Agent-General 
for Reparation Payments by an impersonal organization 
in which Germany will be represented aims undoubtedly 
at satisfying certain German susceptibilities. The task 
which is to be carried out remains, however, the same. 
There will be no need for a big international bank in 
future any more than there was any need for it in the past. 

The truth is that the functions of the future bank 
which we have mentioned are merely complementary. 
Its true role is a different one. It is an important role, but 
it is exactly its importance which is a source of danger; 
and because of this it cannot be passed over in silence. 

The experts were for some time in an impasse which 
we foresaw before the beginning of their work. Between 
the amounts offered by Germany and those necessary 
for covering the American claims (in addition to a fraction 
of reparations claims) there was a wide gap. The Young 
Committee thought that the International Bank would 
provide the means of creating new resources and of raising 
for the United States considerable amounts which would 
not be obtained from Germany. It ought to be borne in 
mind that, while during the first thirty-seven years the 
working of the Young scheme will be secured by the 
German payments, this is not the case for the last twenty- 
two years. During that period it is the profits of the 
International Bank that ought to cover the American 
annuities, and Germany will only be called upon to 
complete the deficiency. 

We propose to leave aside the question whether or not 
the scheme of the International Bank has been over- 
estimated. On the contrary, let us admit that its authors 
(who are first-class experts) have been right in their 
estimates. In that case, it is obvious that if the new 
institution, after having normally remunerated its capital, 
is able to undertake the repayment of the European debt 
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to the United States, it is because a substantial sphere 
of activity has been reserved for it, entirely without 
precedent. Perhaps it would be as well to acknowledge 
that it will be called upon to undertake the exploitation 
of countries whose industrial and commercial development 
is in a backward stage ; that it will collect the international 
resources, and will distribute credit between the nations 
according to its liking, supporting some and abandoning 
others, and obtaining an unlimited hegemony over the 
financial life of all the European nations. 

One cannot help admiring the experts who have fore- 
seen all these consequences and have not shrunk before 
them, especially as it is known that most of the provisions 
have been designed to permit the exercise of this new 
sovereignty. The wideness of their conception has given 
them the courage to face the responsibility. The question 
is whether we should follow their lead in admitting with- 
out reserve that an assembly of twenty-three bankers 
should assume the government of the world by means 
of the levers of finance. 

Let us disregard, for the moment, the question of 
responsibility. It is, doubtless, of importance. If a 
supreme council of the International Bank were to make 
a mistake in the management of European economic life, 
it would result in a formidable crisis. To suppress, in 
matters of credit, freedom and competition is to make an 
experiment which may prove costly. But, over and above 
this technical danger, there is the question of moral and 
political consequences. The collective life of the European 
nations is based on the principle of the sovereignty of the 
State. It is the State that holds the supreme power of 
regulating economic life, by means of controlling the bank 
of issue through various means—one of which is the choice 
of the governor. The International Bank scheme tends 
to transform the position of the governor. When he joins 
the board of the super-bank, accompanied by one or two 
of his colleagues—selected by him—-he will discard the 
role of confidential trustee to his Government to become 
a member of an oligarchic committee which, in certain 
circumstances, may bring awkward pressure to bear 
upon his own Government. By means of an insidious 
turn, he may possess an authority superior to that 
which gave him his power. No matter how patriotic and 
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public-spirited the governor may be, it is an anomalous 
situation which may lead to conflicts. 

Lastly, it is not desirable, from the point of view of the 
moral and social equilibrium of old Europe, that an 
assembly of bankers should declare openly that it would 
take into its hands the material welfare of the nations 
above the heads of the Governments. For a long time 
the reign of financiers would appear to the nations of the 
old continent as a usurpation. It is possible that the day 
will come when the idea that nations should be governed 
by politicians will be regarded as an illusion ; but it would 
be better to retain this illusion and to respect the tradi- 
tional forms. They have by no means yet exhausted their 
advantages. It is by political methods that Europe 
in discord is endeavouring to find itself, and this is in 
conformity with historical experiment. Monetary and 
banking unity has always been the consequence of 
political unity. In endeavouring to become a Bank of 
Europe, the Bank of International Settlements is in 
conflict with the logical order of facts. It is also subject 
to an internal contradiction by the fact that, though it is 
not within its scope to deal with American matters— 
apart from making payments due to the United States 
it secures to American banks and American capital a 
privileged position by admitting them among its con- 
stituent elements and into its management. It is possible 
to imagine what complications and internal conflicts 
will be caused in future by the divergencies in mone- 
tary policy and the employment of credit between 
bankers of both sides of the Atlantic, assembled in the 
International Bank. 

At the present moment, when the Governments still 
have power to say something as to the application of the 
Young scheme and its details, it is not too late to make 
modifications which would reduce the Bank of Inter- 
national Settlement to the useful rdle of an organ of 
liaison and administration, without ceding to it the use 
of resources representing a sovereign power whose 
creation would result in a revolutionary transformation 
of the political and economic foundations of Europe. 
It ought to be remembered that the revolutions of 
the upper regions provoke a reaction in the form of 
revolutions from the lower regions. 
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The Netherlands Bank 


By Dr. G. W. J. Bruins 


(Royal Commissioner of the Netherlands Bank) 


the first acts of King Willem I after his accession 

to the throne. He landed at Scheveningen in 
November 1813, and on April 5, 1814, the Netherlands 
Bank opened its doors. 

A central bank was not a new institution in Holland, 
for under the Republic of the United Netherlands one, 
and indeed more than one, had already existed. The 
curious have only to refer to Adam Smith’s “ Wealth of 
Nations” (Book IV, Chapter III, Part I) to judge of the 
international repute which had been won by the 
Amsterdam Bank of Exchange (“ Amsterdamsche Wissel- 
bank’’) since its foundation in 1609. And as far back as 
a century earlier (1673) Sir William Temple had expressed 
his admiration for this institution, in his words “the 
greatest Treasure, either real or imaginary, that is known 
anywhere in the World.’”’ Through nearly two centuries 
it played an important part as a clearing bank for inter- 
national and national trade, although, as recent investi- 
gations have brought to light, the business transacted was 
in reality much less than was generally imagined. For 
the Amsterdam Bank of Exchange never issued any 
notes, and had to maintain in its vaults the equivalent 
of its liabilities in the form of coin. Despite these 
restrictions, however, it had, by the end of the eighteenth 
century, granted considerable credits to the East India 
Company and to public authorities. But public confi- 
dence was shaken by this; and amidst the changing 
conditions of the century, which it could not survive, 
the bank came to a natural end, as did its less-known 
sisters in Rotterdam, Delft, and Middelburg. 

Nor, at the beginning of its activities, was the 
Netherlands Bank much more than an Amsterdam 
institution. In 1844 its productive assets were only 
29 million Dutch florins and its note circulation 34 million 
Dutch florins. But in the fifties, which were years of 
great significance for Holland’s economic development, 
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there came a change. The note circulation in 1861 
reached a total of 100 million Dutch florins, and in 1863 
a new charter required the bank to open a branch in 
Rotterdam and agencies in the various provinces. 
Under the capable management of its then president, 
Dr. W. C. Mees, the bank developed rapidly into the 
national institution which it has since remained. 

Since its foundation the Netherlands Bank has been 
a purely private undertaking, of which the share capital 
is now 20 million Dutch florins. Until 1918 its daily 
business was conducted by the president and secretary, 
both of whom were appointed by the Queen for a period 
of seven years with the possibility of reappointment. 
Besides them there were five directors, generally com- 
mercial men with businesses of their own, who met 
regularly to confer with the president and secretary. 
In 1918 a change was made, and a managing board 
was created consisting of not more than five members, 
including the president and secretary with, in addition, 
an advisory committee, also of five members. The whole 
of the advisory committee and the members of the 
managing board, other than the president and secretary, 
are elected by the shareholders, who also appoint the 
general board, consisting of fifteen members, which 
meets several times a year and exercises a general super- 
vision. The Government is represented in the direction 
of the bank by a Royal Commissioner, who is appointed 
by the Queen. 

A point which has received special attention in recent 
revisions of the charter is the share which may be 
claimed by the State in the profits of the bank. A 
participation was first granted in 1889, and since then 
its share has been gradually increased. According to the 
existing legislation, after a dividend of 3} per cent. has 
been paid to the shareholders, three-quarters of the 
remaining profits go to the State, whose share in them 
is increased to seven-eighths as soon as the dividend 
exceeds 7 per cent. During recent years the dividends 
of the bank have amounted to approximately 9 per 
cent., and the price of the shares at the present time 
gives a yield of a little over 4 per cent. 

It is, moreover, one of the bank’s duties to act, free 
of charge, as agent of the Treasury in Amsterdam and 
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all other banking places. Since the creation of the 
postal clearing service, however, the Government has 
conducted a considerable part of its remittance business 
through this channel. And finally, in addition to these 
privileges, the Government has the right to a non-interest- 
bearing advance from the bank for an amount not 
exceeding a maximum of 15 million Dutch florins. 

The bank has a monopoly of the issue of bank notes, 
which still predominate in everyday payments in 
Holland as the cheque is as yet very little used. During 
recent years, it is true, there has been a great increase 
in the activities of the postal clearing service, and the 
Netherlands Bank has itself opened a clearing service 
which is much used in financial and commercial circles, 
especially in Amsterdam. The bank note, nevertheless, 
remains the normal medium of payment in daily business. 
Since the fifties, gold has been practically unknown as 
a medium of currency in Holland, and bank cheques, as 
pointed out above, have never been popular. 

The result of this extensive use of notes by the 
population is shown in the relatively high figures of the 
circulation. Roughly 300 million Dutch florins of bank 
notes were in circulation in Holland at the outbreak of 
the war; that is to say, roughly £4 per head of the 
population—a figure at that time only exceeded by 
France. The note circulation, which at one time during 
the war exceeded 1,000 millions of Dutch florins, has 
fallen back to roughly 800 millions, or over £9 per head of 
the population—a figure which, in spite of the big increase 
of paper circulation in all countries, is still among the 
highest at the present day. The current account balances 
with the bank are unimportant in comparison; they 
amount on an average to about 40 million Dutch florins, 
including the holdings of the Treasury. 

The bank charter leaves the percentage of cover to 
be fixed by Royal decree. Before the war the percentage 
was 40;~ that is to say, that 4o per cent. of the total 
volume of bank notes, current account balances, and 
bank assignats (a medium of payment between the 
various local banking centres of which only a few 
millions are usually outstanding) had to be covered by 
metal. The fact that from 1847 to 1875 the silver 
standard was in force in Holland meant that, when in 
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1875 the gold standard was adopted, the bank’s cover 
consisted almost exclusively of silver, while in everyday 
life the use of silver predominated. The economicdevelop- 
ment of the country together with the demand for silver 
coins from the Dutch East Indies (which showed a marked 
increase, more particularly after 1890) made it possible 
gradually to convert the metal cover of the bank into 
gold; and a few years before the war the specie holding 
of the bank, apart from a small reserve of silver coins 
required for everyday payments, consisted exclusively of 
that metal. 

On the outbreak of the war the legal percentage of 
cover was reduced as a precautionary measure to 20, 
and for a very short period the cover was actually a 
little below 40 per cent. But, contrary to all expectations, 
the stock of gold (on the outbreak of the war 162 million 
florins) soon began to rise. In 1918 a maximum figure of 
approximately 730 millions was reached ; and when, some 
years after the war, international business again began to 
assume more normal proportions, this figure was gradually 
reduced to approximately 400 millions. It is now usually 
around a figure such that, taken in conjunction with a 
reserve of silver coin of about 20 millions, there is a cover 
for current liabilities in the neighbourhood of 50 per 
cent. 

The position occupied by the Netherlands Bank as 
the central credit institution has changed very much in 
the course of years. Thanks to the considerable circula- 
tion of bank notes, the sum which the bank, after deduc- 
tion of the obligatory metal reserve, can invest at interest 
has always been very large in comparison with other 
countries. The development of a commercial banking 
system on modern lines is relatively recent in Holland. 
Consequently, until the last few decades of the nineteenth 
century, the Netherlands Bank was actually the most 
important source of credit in the country, and was 
widely used through the channel of so-called ‘crediet- 
vereenigingen ”’ or credit associations. A special feature 
of the Netherlands Bank has always been, and still is, 
that in addition to discount business, loans against 
collateral—the collateral offered being in most cases 
stock exchange securities—play an important part, and 
as a general rule exceed the total of bills discounted. 
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The development of the commercial banks has given 
the Netherlands Bank more and more the character of a 
bankers’ bank. During and since the war in particular 
the banks have expanded very considerably, and in 
common with the whole economy of Holland have 
become saturated with capital. This circumstance, 
among others, has made it possible for the bank, without 
curtailing its main functions in the supply of inland 
credit, to acquire a large holding of foreign bills, with 
considerable benefit to its position on the bill market, 
and, in consequence, to the stability of the Dutch florin. 

For many years the Netherlands have been among 
the countries which are exporters of capital. The low 
level of interest in the home market which this implies 
was possibly most marked, by comparison with the 
surrounding countries, in the eighteenth century when the 
spirit of enterprise was at a low ebb. In the ensuing 
period, and in particular since the middle of the nineteenth 
century, trade and industry at home, and colonial 
development in the Far East, have both made great 
strides, and both of necessity have involved heavy 
demands on the capital market. But Holland has, 
nevertheless, been able to command a surplus of capital 
for export to foreign countries, with the result that the 
level of interest rates has always been in the neighbour- 
hood of the international minimum rate; and the discount 
rate of the Netherlands Bank before the war was on an 
average approximately equal to that of the Bank of 
England. 

In the ordered circumstances of the pre-war period 
the exercise of even a slight pressure on the outward flow 
of capital in the capital exporting countries was sufficient 
to restore the equilibrium of the exchanges. The 
Netherlands Bank—among the former presidents of 
which the economist, N. G. Pierson, deserves special 
mention—was therefore faced by what was in most cases 
a relatively. easy task. It was not often necessary to 
alter the discount rate, and such alterations as were 
made were generally sufficient to produce the effect 
which was intended. 

The war period, in which the Netherlands were faced 
with the arduous task of preserving their neutrality, did 
not fail to produce a number of war problems for the 





212 THE BANKER 


Netherlands Bank—problems of banking policy on the 
one hand, and of co-operation with the Government on 
the other. But this chapter has now no more than an 
historical interest. 

The increased vigilance and activity which had become 
necessary during the years of the war were required no 
less in the years which followed the peace. Thanks to 
the country’s powers of economic resistance and to a 
capable conduct of the bank’s affairs, the Netherlands 
Bank was able, amid the currency difficulties of its 
neighbours, to maintain intact the value of the Dutch 
medium of exchange. Frequent intervention in the bill 
market and a consistent application of the gold exchange 
standard were throughout this period an indispensable 
extension of the bank’s discount policy. The restoration 
of the gold standard in Holland and the Dutch Indies on 
April 29, 1925, which synchronized with similar measures 
in Great Britain, Australia, and New Zealand, repre- 
sented no more than a legal recognition of the existing 
position. 

The conditions within the country were also such as 
to force the bank to exercise the greatest vigilance, and, 
in some cases, itself to intervene. In Holland, as elsewhere, 
the years immediately after the war were marked by a 
wide extension of the activities of the State, particularly 
in the supervision of social welfare and in the con- 
struction of dwelling houses. The expenditure of the 
State and of the municipalities was vastly increased, and 
a large unfunded debt was built up which, in 1922, for 
the State alone, actually exceeded goo million Dutch 
florins. 

The economic damage which the crisis of the years 
1920-21 inflicted in Holland, as elsewhere in the world, 
also served to open the eyes of the public authorities. 
Under the direction of Minister Colijn, an energetic 
policy of economy gradually brought State expenditure 
to a lower level; deficits were eradicated, and surpluses 
again appeared in their place; and the outstanding short- 
term debt, to whose dangers the Netherlands Bank had 
frequently called attention, was gralually consolidated. 
But in spite of these measures, and making full allowance 
for the increase in both prices and population, public 
expenditure remained, and still is, considerably higher 
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than it should be, and the burden of taxation has risen 
to a relatively high degree. In the finances of the 
municipalities, however, there has been some general 
improvement, to which the rationing policy, forced on 
the Netherlands Bank by the excessive extension of 
short-term debt in a number of communes, was at least 
a valuable contribution. 

By the crisis of 1920-21 banking in Holland was 
affected no less than trade and industry, and certain 
banks found themselves in difficulties. One was wound 
up, and two others reorganized under the direction of the 
Netherlands Bank in co-operation with the Government. 
The result has, so far, been excellent. During the period 
of uncertainty and reorganization the bank had to make 
some serious sacrifices. But as was explained in the 
Bank Report for 1926-27, that period has now come to 
an end. 

The importance of Amsterdam as an international 
centre of finance has grown considerably during the last 
years. Her commercial banks have extended their 
international relations, and various foreign banks— 
German banks in particular—have opened branches in 
the city. The ease of the Dutch money market was 
increased by the consolidation of the public debt, which 
reduced the amount of the Treasury bills in circulation 
to the very small amount now oustanding ; the increasing 
number of foreign borrowers and the expanding discount 
market which these conditions produced, led the 
Netherlands Bank to a gradual extension of its credit 
facilities. In 1922 the bank issued a statement that it 
was prepared, as a general arrangement, to accept for 
discount commodity bills accepted by Dutch bankers, 
and utilized to finance transactions in which Dutch 
trading or shipping interests were involved. The second 
condition was gradually widened to include transactions 
which did not run counter to Dutch interests. In 1926 
the bank declared its readiness to discount bills accepted 
by banks of foreign origin, in so far as they had the status 
of a Dutch firm or a Dutch company. In 1927 this 
declaration received. the same general interpretation as 
that given to the arrangement made in 1922 with the 
Dutch banks. But, in the case of the Dutch banks, the 
bank must be informed of every acceptance given. 

Q 
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The growth of a discount market (whose business is 
now estimated at 300 to 400 million Dutch florins) has 
had much to recommend it in many respects in Holland, 
where liquid capital was formerly too easily attracted to 
the Stock Exchange for the financing of speculative 
transactions. By the discount market another and a 
more satisfactory field of investment has been opened, 
and at the same time the international credit of Holland 
and of the florin has been strengthened. On the 
Netherlands Bank its effect has been twofold. On the 
one hand the bank’s holding of bills has been given a 
greater elasticity ; on the other, the possibility of greatly 
increased movements in the bill market has placed an 
increased responsibility on the foreign exchange policy of 
the bank. But the greatly enlarged portfolio of foreign 
bills which the Netherlands Bank now holds places the 
movements of the bill market effectively within its control 
—a control which is greatly facilitated by the closer con- 
tact between the central banks of the world, for which 
we are indebted primarily to the initiative of the Bank 
of England and its present Governor, and in which the 
Netherlands Bank plays a willing part. 

Superficial observers comparing the present position 
of the Netherlands Bank with that of before the war might 
only perceive a general increase in the figures of the 
bank’s returns. In reality there has been a positive 
change. An active and frequent intervention in the 
bill market and a vigorous and conscious development of 
the international position of the bank distinguish its 
present policy, the continuity of which in the hands of 
Dr. G. Vissering, its president since Ig12, is assured. 


International Banking Review 


UNITED STATES 


HE most important bank amalgamation announced 
during the month under review is that of the 
National Park Bank with the Chase National Bank. 

The total resources of the new institution will amount to 
$1,700,000,000. It will be the third largest bank in the 
United States, the first two being the National City Bank 
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and the Guaranty Trust Company. It is believed that, 
for the time being, no further important amalgamations 
can be expected in New York, nor in any of the other 
principal centres, though the movement is likely to 
continue among banks of secondary importance. 

According to the fifteenth annual report of the Federal 
Reserve Board, the number of bank suspensions during 
1928 was 491. This figure compares favourably with the 
corresponding figures for 1927 and 1926, when the number 
of bank suspensions was 662 and 956 respectively. It 
was the lowest figure for any year since 1922. 

The First Call Money Co. of New York, which was 
established two months ago, is being liquidated owing 
to lack of public interest. The company has not even 
begun operations in the call money market. Of the 
go00,000 authorized shares of the parent company, the 
Merchant Traders Bank Share Corporation, only 7,383 
were subscribed by the public. 

A new finance company has been established in New 
York under the name of United States and Overseas 
Corporation, with the participation of Harris Forbes & 
Co., the Deutsche Bank, the Crédit Suisse, Basler Handels- 
bank, and Skandinaviska Kredit A/B. Its object is to 
grant advances on loans to be issued at a later date, and 
to take over shares in connection with capital increases. 
Its capital resources amount to about $5,000,000. 


FRANCE 


The interim dividend of the Bank of France for the 
first half of 1929 amounted to 235 f. net against 160 f. net 
for the corresponding period of 1928. The colonial banks 
of issue have also worked profitably this year. The net 
profits of the Banque de |’Algérie amounted to 7,345,388 f. 
for the first half of 1929, against 5,738,000 f. for the cor- 
responding period of 1928. The gross earnings of the 
Banque de I’Indochine for the same period increased 
from 7,888,000 f. to 8,295,000 f. The Banque de Syrie et 
du Grand Liban earned a net profit of 4,116,000 f. in 
1928, against 3,694,000 f. for 1927. Its dividend has 
been raised from 10 per cent. to 12 per cent. The Banque 
de Madagascar increased its net earnings from 1,001,000 f. 
in 1927 to 1,147,000 f. in 1928. On the other hand, the 
net earnings of the Banque de la Guadeloupe declined 
Q2 
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from 1,839,000 f. for the first half of the business year 
1927-28 to 1,462,000 f. for the first half of the past 
business year. 

The Banque Raymond Buurmans & Co., Paris and 
Brussels, proposes to increase its share capital from 
20,000,000 f. to 40,000,000 f. The new shares will be 
issued at 200 per cent. premium. A new financial institu- 
tion has been established in Paris under the name of 
Union des Banques Regionales pour le Crédit Industriel. 
Its capital amounts to 40,000,000 f., which will be raised 
subsequently to 100,000,000 f. The bank is controlled 
by a group headed by the Crédit Industriel et Commer- 
cial. Its object is to finance the expansion of industrial 
enterprises abroad. 

GERMANY 

As a result of the increase of the capital of the Berlin 
banking house, Hardy & Co., from 7,500,000 reichsmarks 
to 22,500,000 reichsmarks last year, the balance-sheet 
for March 31, 1929, shows a considerable expansion of the 
bank’s activities. The balance-sheet total increased from 
98,700,000 reichsmarks to 132,300,000 reichsmarks, while 
net profits advanced from 2,353,000 reichsmarks to 
2,716,000 reichsmarks. 

The liabilities of the Bankhaus Ullmann, which 
suspended payments, amount to 1,384,000 reichsmarks, 
against which there are assets of 979,000 reichsmarks. 
Current account and deposit claims amount to 1,113,000 
reichsmarks. 


NETHERLANDS 


The net profits of the Netherlands Bank for the busi- 
ness year 1928-29 amounted to 13,530,000 guilder, against 
10,660,000 guilder for 1927-28. As a result of the neces- 
sity of supporting the exchange by means of selling part 
of the foreign exchange reserve, the balance-sheet shows 
considerable changes. The foreign exchange holding 
shows a decline from 180,420,000 guilder to 35,290,000 
guilder, while discounts increased from 52,070,000 guilder 
to 199,030,000 guilder, and current account advances 
rose from 59,850,000 guilder to 75,080,000 guilder. Since 
the end of the past business year, the bank recovered 
the greater part of its foreign exchange holding. The net 
profits of the Javasche Bank amounted to 5,439,000 
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guilder, showing a slight increase against the previous 
year. The dividend is being raised from 17 per cent. to 
174 per cent. 

The Nederlandsche Handel-Maatschappij earned a 
net profit of 8,660,000 guilder, which is slightly higher 
than last year’s figure. The dividend is maintained at 
10 percent. The net profits of the Nederlandsch-Indische 
Handelsbank remained almost unchanged at 6,230,000 
guilder. The Von der Heydt’s Bank A.G., Berlin, main- 
tains its dividend at 6 per cent. on the old shares, while 
the new shares will receive 3 per cent. The Wolbank, 
Amsterdam, has increased its share capital from 2,000,000 
guilder to 8,000,000 guilder. Its net profits amounted 
to 992,000 guilder, which is slightly below last year’s 
figure. The dividend has remained unchanged. 

The N.V. Hollandsche Disconteerings-Bank suffered 
considerable losses, and is paying no interest on its 
debentures. The report of the committee of debenture 
holders severely criticizes the management of the bank, 
and recommends that the company shall go into liquida- 
tion. The losses occurred largely in connection with the 
bank’s dealings with the Deutsche Automobilbank. 


BELGIUM 

The National Bank of Belgium will increase its interim 
dividend for the first half of 1929 to 624 f., against 523 f. 
for the corresponding period of last year. 

The Crédit Financier de Belgique will absorb the 
Unionbank. To that end, it will increase its share capital 
from 20,000,000 f. to 36,000,000 f. 

SPAIN 

The Banco Central has declared an interim dividend 
of 44 per cent., against 4 per cent. last year. The Banco 
de Valencia increased its net profits from 77,000 pesetas 
for 1927 to 519,000 pesetas for 1928. The net earnings 
of the Banco Aragones de Credito amounted to 264,000 
pesetas. 

AUSTRIA 

Mr. Charles Robert Kay, the British adviser to the 
Austrian National Bank, relinquished his duties on 
June 30—the post having been abolished according to 
programme. The Federal President has expressed his 
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thanks to Mr. Kay for the excellent services he has 
rendered to the bank. 

The liquidation of the Vienna banking firm, Nagel and 
Wortmann, is making progress. Total assets are expected 
to amount to about g0o0,000 schillings, while the amount 
of liabilities is 4,185,000 schillings. A dividend of 9 per 
cent. is being paid to the creditors. 


HUNGARY 

The British-Hungarian Bank is increasing its share 
capital from 18,000,000 pengo to 25,000,000 pengo, 
through the issue of 140,000 shares of 50 pengo. Of the 
new shares, 100,000 will be taken over by Messrs. Helbert 
Wagg & Co., Ltd., and will be introduced in the London 
Stock Exchange, while the remaining 40,000 shares will 
be introduced in another foreign market. The issue price 
is 884 pengo per share. 

The private banking firm, Politzer, Rosenberg & Co., 
has suspended payments. Its liabilities amount to about 
2,000,000 pengo. A British creditor is interested to an 
extent of £70,000. 

SWITZERLAND 


The liquidator of the Zurich banking firm, Escher 
Freisz & Co., paid out a third dividend of Io per cent., 
making a total of 50 per cent. within six months of the 
suspension. It is expected that another small dividend 
will be paid, presumably 2 per cent. Total liabilities 
amount to 4,500,000 f. 

NORWAY 


The A/S Fjordens Kreditbank, which was under public 
administration, has resumed work under its own manage- 
ment. According to the “Monthly Financial Report” 
of the Norwegian Bankers’ Bureau of Statistics and In- 
formation, the manager of Den Norske Handelsbank A/S, 
in liquidation under public administration, has resigned. 
The assets of the bank, which amounted to 240,000,000 
kroner in 1924, are now about 40,000,000 kroner. 


DENMARK 
The 17,000 creditors of the old Danske Landmands- 
bank, in answer to a circular inquiry, stated almost 
without exception that they were prepared to renounce 
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the Government guarantee of their claims, which was due 
to continue until April I, 1932. The amount involved is 
190,000,000 kroner—over one-third of the bank’s total 
liabilities. The guarantee will be maintained for savings 
deposits, time deposits and foreign claims. 


ESTONIA 


The net earnings of the Bank of Estonia amounted to 
2,460,000 kroons, against 2,290,000 kroons for 1927. 
The balance-sheet for December 31, 1928, shows an 
increase of the gold reserve from 5,100,000 kroons to 
6,400,000 kroons, while the foreign exchange holding 
increased from 11,400,000 kroons to 28,400,000 kroons. 
The note circulation advanced from 23,600,000 kroons to 
36,400,000 kroons. 

LITHUANIA 

The net earnings of the Lithuanian Commercial Bank 
for 1928 amounted to 250,000 litas, against 210,000 litas 
for 1927. The dividend remains unchanged at 8 per cent. 
The share capital will be raised from 1,500,000 litas to 
2,000,000 litas, and the new shares will be offered to the 
old shareholders at 120 per cent. premium. 


POLAND 


The former Russian banks situated in Poland are 
being gradually liquidated. The Polish Liquidation 
Committee has decided to liquidate the assets of the 
Russian Bank for Foreign Trade, the Municipal Credit 
Society of Minsk, and the Russian Union Bank. Claims 
against these banks must be declared within three months. 


GREECE 


During the last two months, Greece experienced con- 
siderable banking troubles. The difficulties began with the 
suspension of the Anglo-American Bank of Greece, which 
was established in 1924. Its total deposits amounted 
to about 58,000 drachme. This was followed by the 
suspension of the Banque de Thessalie, owing to the 
immobilization of the bank’s assets in railway property. 
In consequence of these failures, there was a general run 
of depositors on the small and medium banks; but, thanks 
to the support of the Bankers’ Association, the big banks, 
and the authorities, it was possible to avoid further 
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suspensions. As a result of these happenings, large 
amounts of deposits were transferred from the small 
concerns to the leading banks. 

The net profits of the National Bank of Greece 
amounted to 70,270,000 drachme for 1928. 41,268,000 
drachme has been written off, while 18,000,000 drachmz 
has been added to the reserves. Agreement has at last 
been reached between the National Bank and the Govern- 
ment as to the establishment of the Banque Agricole. 
The National Bank will provide the capital of the Banque 
Agricole, amounting to 560,000,000 drachme. 


BULGARIA 

The Banque Hypothécaire de Bulgarie, which was 
established in 1928 with the participation of an inter- 
national banking group, produced a net profit of 62,000 
Swiss francs for the first business year. A dividend of 
7 per cent. has been declared. The bank is unable to 
grant any additional credits, pending the issue of an 
international loan of about £1,000,000 which is planned 
for the autumn. 

The Banque Nicolas Ivanov of Sofia has increased its 
share capital from 20,000,000 leva to 30,000,000 leva. 
The new shares have been fully subscribed and paid up. 


YUGOSLAVIA 

The National Bank of the Kingdom of Serbs, Croats, 
and Slovenes has appointed Dr. Englis, the Czecho- 
slovak banker, as foreign adviser. The first quarterly 
report of the new adviser states that the bank had to sell 
a considerable part of its foreign exchange reserve during 
the period under review. 

The Yugoslav Union Bank produced a net profit 
of 22,589,000 dinars for 1928, and is paying a dividend 
of 10 per cent. The bank’s capital will be raised by 
10,000,000 dinars to 185,000,000 dinars, with a view to 
absorbing the Agrar- und Industriebank A.G., Belgrade. 
The net profits of the Laibach Credit Bank amounted to 
5,340,000 dinars in 1928, against 5,210,000 dinars in 1927. 
The bank intends to liquidate its Trieste branch. 


ROUMANIA 
The Banque Franco-Roumaine has got into difficulties. 
Its deposits amounted to about 800,000,000 lei. Several 
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reconstruction schemes are under consideration, with the 
participation of the National Bank and of the leading 
banks. A small provincial bank, the Serbian Bank of 
Timisoara, has filed its bankruptcy petition. An amal- 
gamation has been arranged between the Banater Bank- 
verein and the Hatzfelder-Banater Centralbank, under 
the auspices of German banking interests. 


TURKEY 

The Banque Franco-Asiatique, which succeeded the 
French section of the Russo-Asiatic Bank, has obtained 
authorization from the Turkish Government to open a 
branch in Constantinople. An Italian bank and a Czecho- 
slovak bank also intend to establish branches there. 

The bill concerning the establishment of the new 
State Bank will be submitted to the National Assembly 
in the autumn. Part of the share capital will be taken 
over by the Turkish banks, while part of it will be raised 
abroad. 

EGYPT 

The Banque Misr is establishing a subsidiary in Syria, 
with head offices at Beyrout and branches at Damascus, 
Aleppo, and Tripoli. It is also planning the establish- 
ment of a subsidiary in Palestine, under the name of the 
Egypt-Palestine Bank, with head offices at Haifa, and 
branches at Jerusalem, Jaffa, and Nablus. This external 
expansion of the bank is the result of the fact that Egypt 
is rather over-banked, and possibilities of expansion in 
the domestic sphere are rather restricted. 


CHILE 
The Ministry of Finance has authorized the Chilean 
branches of the National City Bank to increase their 
capital and reserves from 15,000,000 pesos to 20,000,000 
pesos. In accordance with the banking law, the bank 
has to deposit 2 per mille of its fresh capital with the 
Treasury of Santiago. 
ECUADOR 
The Banco Hipotecario del Ecuador has sold the first 
issue of its mortgage bonds, amounting to $840,000, to the 
A/B Kreuger and.Toll, Stockholm. The same group has 
also supplied the capital of the bank, amounting to 
8,000,000 sucres. The bank was established in accordance 
with the recommendations of the Kemmerer Mission. 
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MEXICO 


The net profits of the Banco Nacional del Mexico S.A. 
declined from 946,000 pesos in 1927 to 222,000 pesos in 
1928, owing to the unfavourable political situation. No 
dividend has been declared. It was impossible to collect 
any part of the bank’s claims against the Government, 
amounting to 24,860,000 pesos. The net profits of the 
Banco de Londres y Mexico amounted to 854,000 pesos. 
The bank was unable to recover its claim of 8,000,000 
pesos from the Government. 


JAPAN 


The Ministry of Finance authorized the increase of the 
capital of the Mitsubishi Bank from 50,000,000 yen to 
100,000,000 yen. 500,000 new shares of 100 yen nominal 
will be issued, half of which will be offered to the old 
shareholders, 15,000 shares will be distributed among the 
staff, and 235,000 shares will be offered to the public at a 
price of 125 yen per share. The bank was established in 
1895 to take over the activities of the banking department 
of the Mitsubishi Goshi Kaisha. It has limited its 
dividend to ro per cent., and adds the surplus profit to the 
reserves, which amount to 37,000,000 yen. Deposits 
amounted to 320,000,000 yen at the time of the banking 
crisis of 1927, but since then this figure increased to 
560,000,000 yen. The reason of the capital increase is 
to adjust the bank’s capital resources to its increased 
deposits. 

In the course of 1928, the number of banks de- 
clined by 292 to 1,162, with a total authorized capital of 
2,720,678,000 yen. The number of joint-stock banks was 
974, and there were 100 savings banks, thirty-one “ special 
banks,”’ twenty-three banks of limited co-partnership, 
twenty banks of unlimited co-partnership, and fourteen 
private banks. 

CHINA 

The Chinese-American Bank of Commerce has sus- 
pended payments, but the failure did not involve any 
heavy losses. The establishment of the Land Bank of 
China, with head offices at Shanghai and a branch at 
Tientsin, has been announced. Its paid-up capital is 
$2,500,000. A new bank is proposed to be opened at 
Peiping, with a capital of $4,000,000, and several branches. 
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The Land-Mortgage Banks of India 


HE question of mortgage credit on landed property 
in India has assumed a new and unexpected impor- 
tance in recent years, and further attention has 

been drawn to it by the cautious but decided pronounce- 
ment of the Royal Commission on Agriculture in India 
in favour of mortgage banks. The problem presents 
peculiar features which are not found in the mortgage 
business of European countries, and it is necessary 
to examine them briefly before discussing recent 
developments. 

The huge Indian population of perhaps 330 millions 
(318 millions at the census of 1921) is mainly rural; 
g2 per cent. of the people live in the villages, and 73 per 
cent. are directly dependent on agriculture. For the 
most part they own their farms, but are smallholders 
by the European standard, a normal cultivator’s holding 
ranging from 5 to 25 acres. There are also, however, a 
number of large landlords. [Illiteracy is prevalent, only 
g per cent. of the total, and 4 or 5 per cent. of the rural, 
population being able to read and write. Agricultural 
methods are still primitive, the standard of production 
is low, and the standard of living considerably below the 
European level. The smaller cultivators are simple, 
ignorant, and conservative, though industrious, and are 
very greatly indebted to moneylenders for amounts which 
without special organization they cannot hope to repay. 
The larger landlords include many who are extravagant, 
and measure their prosperity by the adulation of their 
neighbours, and their credit by their debts. Only a few 
progressive individuals aim at the productive development 
of their estates or the welfare of their tenants, on which 
the economic progress of an agricultural country must 
depend. 

It might well appear that mortgage operations among 
a farming class of this nature would be precarious, if not 
impossible. There are, however, yet other risks to be 
braved. Public opinion in India, especially in the villages, 
does not insist that a debtor shall in all cases meet his 
liabilities if he can. So frequently in the past has 
indebtedness been due to the wiles of an ingenious and 
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possibly dishonest usurer, that the general sympathy is 
on the side of the defaulter, and an attempt (by a creditor 
other than a fellow-tribesman) to sell up a farmer will 
probably be unsuccessful. Only the tribesmen of the 
same or neighbouring villages can in practice buy the 
land; a strange purchaser will find his life not worth 
living; and if the usurer himself is the buyer, he will 
secure no tenants. The difference of his physical and 
mental habits debars him from personally farming the 
property. In some provinces, moreover, especially in 
the Punjab—the home of the martial races whose interests 
are watched by government for the benefit of the army— 
an alien can obtain no legal title without special 
permission, which is seldom granted by the authorities. 
Under the Punjab Alienation of Land Act, the Magna 
Charta of the soldiers, only a member of the true 
cultivating tribes can take a non-terminable mortgage, or 
purchase the ownership, of land belonging to another 
member of such tribes. The creditor therefore, whether 
usurer or bank, loses his ultimate security. 

We shall not be surprised to find that the joint-stock 
banks have in these circumstances left landed mortgages 
severely alone, or that where they have undertaken them, 
the outcome has often been far from satisfactory. Broadly 
speaking, neither the Indian banks nor the European 
banks in India lend on the security of land; advances to 
rural proprietors might be covered by personal guarantors, 
or protected by the possibility that a respectable citizen 
will not face the six months’ civil imprisonment which 
the law allows in execution of an unsatisfied decree. Yet 
little of this business is actually done. The Imperial 
Bank of India is precluded by its Charter from lending 
against the security of landed property; the European 
exchange banks have no rural branches and no means 
of recovering their debts, and the Indian joint-stock 
banks are restricted by lack of funds,* or deterred by 
the dangers above described. 


* The share capital and reserve funds, together with the loans and 
deposits taken, of the Imperial Bank of India at the end of 1926 amounted 
to {69,000,000 ; the thirteen exchange banks (including loans and deposits 
in India only) held {202,000,000; and the seventy-three Indian joint- 
stock banks £55,co0,000. The latter accept a certain number of urban 
properties in mortgage, sometimes on terms which would alarm a European 
bank. 
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Clearly the only type of institution which can safely 
operate in such a field is one which attracts the sympathy 
and serves the interests of the borrowers; defaulters 
must be induced to pay by the pressure of their own rural 
neighbours. The co-operative system offers institutions 
of this type. The credit societies, which now number 
100,000, with a working capital of £60,000,000, had almost 
unconsciously been led into granting mortgage credit 
(long term in practice, though not in name), because 
they alone were in a position to exercise through their 
members in the villages the particular form of social 
pressure which was effective. Since, however, it is 
admittedly unsound to employ the money of short-term 
deposits for long-term loans, the practice was soon 
discouraged by the auditors, and other arrangements 
became necessary. The example of the German Land- 
schaften and the Danish credit associations, with 
similar mortgage institutions in Holland, Belgium, and 
elsewhere, appeared suitable for India to follow, and the 
first mortgage bank on a co-operative basis was founded 
in 1920 at Jhang in the Punjab. Other districts of the 
province have imitated Jhang, and eleven banks were 
working in July 1928, while two more were in course of 
organization. Minor banks for the same purpose have 
recently come into existence in Madras, Burma, and else- 
where ; but with the exception of one in Madras, only the 
Punjab banks have carried on business of an appreciable 
amount. It is essential that an institution relying on the 
support of local opinion shall limit its circle of operations 
to an area within which that opinion has force; whereas, 
therefore, a Danish association or a German Landschaft 
may extend over a province, an Indian mortgage bank 
must be content with a district* or an even smaller area. 
Advances must also be on a moderate scale, until the rural 
public are familiar with the idea that the bank is their 
own, and is entitled to punctual repayment rather than 
to evasion. -The working capital of the eleven Punjab 
banks was consequently not more than £140,000 on 
July 31, 1928. The experiment has, however, now been 
proved, and a steady growth both of the banks and of their 
business may be anticipated. 

* Perhaps a thirtieth part of an Indian province, and resembling an 
English county. 
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Basing their constitution on the model of the Land- 
schaften and the Scandinavian credit associations, the 
Indian mortgage banks deliberately rejected the alter- 
native of an agricultural bank. The Agricultural Mort- 
gage Corporation, which has been formed in this country 
under the Agricultural Credits Bill, will create no bond 
between its debtors, and does not rely on their mutual 
assistance for realizing its dues. The borrower will 
confront the bank as an individual, and criticism of 
the scheme has rather been directed against the 
alleged excess of publicity than towards a further expo- 
sure of a client’s affairs. Suitable as this method may 
be to the conditions of England, a land of comparatively 
large farmers and of general education, the experience 


of the Agricultural Bank of Egypt indicates its entire , 


unsuitability for dealing with illiterate peasants. This 
bank, founded in 1902, lent £10,000,000 in four years to 
the delighted Egyptian fellaheen, but shortly found itself 
unable to recover its debts. No less than 263 per cent. 
of the annual demand remained in arrears in 1913, and a 
slightly lower percentage in other years, until strenuous 
assistance from the Egyptian Government and a free ex- 
propriation of defaulters from their estates, together with 
the discontinuance of advances to small farmers, brought 
about, during a term of years, a gradual reduction of the 
outstanding arrears. The bank was ably and honestly 
managed, but the Oriental peasant displayed an inability, 
which those who knew him well had foreseen, to grasp 
the meaning of punctuality in payment to a distant and 
powerful organization for which he felt no responsibility. 

Warned by this failure, the Indian mortgage banks 
adopted the plan of mutual liability. Every borrower 
becomes a shareholder to the extent of 5 per cent. of the 
sum for which he applies; the personal guarantors, who 
are required on every loan in addition to real security, 
also take up a minimum shareholding. In the majority 
of cases there are no other individual shareholders, 
though some banks encourage village credit societies 
also to affiliate themselves and subscribe. The share- 
holders being borrowers, the distribution of a dividend 
would be a mere transfer of money from one pocket 
to the other; all profits are therefore carried to the 
reserve fund. Shares and accumulated reserves now 
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average 8 per cent. of the balance-sheet, and attain a 
higher proportion in the older banks. The remainder of 
the working capital is derived from three sources : loans 
from the Punjab Government; depost.. for a long term; 
and advances from the co-operative bank. Comment 
on the State assistance is hardly necessary; in a land 
of unorganized finance a new venture, of which the value 
is undoubted and the methods are subject to control in 
the public interest,* may reasonably claim help from the 
State until hesitant investors have had time to satisfy 
themselves of its stability. The Swedish Government has 
placed a “capital of guarantee” with the General Mortgage 
Bank of Sweden, the Danish Government supports the 
Smallholders (though not the larger) credit associations, 
and the British Government provides a guarantee fund, 
up to £750,000, to the new Agricultural Mortgage Corpora- 
tion. A sum of £60,000 has at present been received from 
the Government by the Punjab mortgage banks, and is 
being repaid by annual instalments. Deposits from the 
public, on the other hand, are not encouraged at this 
stage. The central bank of the Boerenbond in Belgium 
accepts deposits for five years, though lending freely 
for a longer term; its mortgage operations are, however, 
only a minor branch of a business which places at its 
disposal an abundance of good “lying’’ money from 
affiliated village banks. Save in these exceptional cir- 
cumstances, a mortgage bank cannot wisely take deposits 
from the public for less than ten years, and the Indian 
public has not yet learned to place its money for such a 
term. The few sums held in deposit by the banks are 
derived from sympathetic bodies, and are perpetual in 
all but the name. The Punjab Co-operative Bank, on the 
analogy of the General Mortgage Bank of Sweden, issues 
debentures on behalf of all the mortgage banks, passing 
on the proceeds to them at a slightly higher rate of 
interest to cover its risk. This procedure conforms with 
that of Sweden, and differs from that of Germany and 
Denmark. The Danish associations and the German 
Landschaften (with the exception of a small group) 
approach the money market independently, and there 


* Every body registered under the Co-operative Societies Act is 
subject to an official audit and inspection, though the management is 
unofficial. 
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have been occasions on which a certain conflict of 
interest, possibly also some enhancement in the rate paid, 
have resulted from this lack of co-ordination. The 
Swedish associations at an early date surrendered their 
rights to the General Mortgage Bank, in order to 
strengthen their position as borrowers, and now indent 
on the central agency for their requirements. The Punjab 
banks, seeing little likelihood of a local market in each 
district, similarly combined to borrow through their 
provincial co-operative bank which, with the aid of a 
Government guarantee of interest for twenty years, has 
successfully floated a debenture issue at 6 per cent. The 
Madras Government, in lieu of a guarantee, subscribes 
half of the debentures issued by each bank; and the 
Bombay Government is still considering which of these 
two policies it shall prefer, when the projected banks in 
that presidency are set on foot. The Royal Commission 
on Agriculture in India, reporting in 1928, endorsed the 
idea of the guarantee, and further proposed that deben- 
tures of land-mortgage banks, registered under the Co- 
operative Societies Act, and carrying a State guarantee 
of interest, should be made trustee securities under the 
Indian Trusts Act. No special legislation, other than this 
minor amendment of the Trusts Act, is, in the opinion of 
the Commission, desirable. The Burmese Government, 
which has still at its disposal a large surplus of funds 
derived from the control of rice during the war, conceived a 
grandiose scheme, and prepared a draft Bill, for a semi- 
official Land-Mortage Corporation, but the Royal Com- 
mission deprecate an ambitious and complicated project, 
preferring to work upwards from the small but practical 
successes of the Punjab and Madras banks. They 
welcome at the same time the idea of State assistance, and 
it should not be forgotten that the British Government, 
under the Agricultural Credits Act of 1928, takes power 
to subscribe £1,250,000 to the debentures of the new 
corporation, and will certainly implement the promise. 
The objects for which advances are made by the 
Indian banks are: (1) the redemption of old mortgages ; 
(2) the clearance of existing debt owed to moneylenders ; 
(3) the improvement of land. A striking contrast is 
hereby offered to the European associations, which lend 
principally for the purchase of land or for the stocking 
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(and improvement) of farms. So completely have the 
European bank managers forgotten their own early 
struggles that the Indian banks, lending for the objects 
detailed above, have by some been denied the title of true 
mortgage institutions. There is, however, a stage in the 
economic development of every agricultural country at 
which it must strive to release its farmers from an 
antiquated system of credit, which merely absorbs their 
produce without aiding them to carry on their industry, 
and must substitute a productive system, under which 
the advantages of improved cultivation will accrue to the 
cultivator. In other words the old debt, whether secured 
or unsecured, has to be cleared before progress can be 
made. The German and Danish institutions have passed 
beyond this stage, the Swedish have nearly completed it, 
but the redemption of old mortgages and the liberation 
of the farmer are still being actively carried on by the 
Norwegian Credit Association in Oslo. India stands 
only at the beginning of her journey, and it is in no way 
improper or surprising that out of 362 advances made by 
the eleven Punjab banks in 1927~28, 191 were for the 
payment of old debts, 162 for the redemption of old 
mortgages, and only nine for the improvement of land. 
Loans for the purchase of land have been entirely dis- 
continued, since the prevailing land-hunger has forced 
prices up to a point at which purchase is seldom econo- 
mically profitable. The idea of improvement does not 
appeal to an owner or cultivator the whole of whose 
income is being paid over to his creditors, and it must be 
repeated that the majority of small farmers, and many 
large owners, are heavily in debt—if not positively insol- 
vent. The banks always give priority to a reasonable 
application for developing or stocking a farm, but neither 
anticipate nor receive a large number of such requests. 
They are occupied in substituting debt at a moderate 
rate of interest, and repayable by regular amortization, 
for debt exorbitantly compounded by fantastic usury, 
and never repaid so long as the usurer finds it possible 
to keep his debtor in subjection. A normal rate of 
interest charged by a moneylender is 25 to 374 per cent., 
compounded every six months, while a mortgage bank 
demands 9g per cent. and does not compound. 

Personal guarantors are required to stand surety for 
R 
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every borrower, and must reside in such proximity to, 
and be in such social relations with the mortgagor that 
they can watch the employment of the money and give 
evidence on each harvest as to his ability to repay the 
instalment due. The borrower is in most cases further 
bound to give in mortgage to the bank his whole landed 
property—not merely that part to which the loan relates ; 
the object of this provision is to prevent him from 
entangling himself again with usurers while he remains 
in debt to the bank. The mortgage is without possession, 
and the mortgagor continues to cultivate. The intention 
is not merely to free him from a specific burden but to 
place him in a new economic position, with a new standard 
of economic behaviour for the future. The rule as to 
hypothecation of the entire property of a borrower has 
recently been relaxed in favour of large landowners, who 
are only invited to provide a substantial margin of safety. 
The Punjab Alienation of Land Act, to which reference 
has already been made, prohibits others than members 
of specified agricultural tribes from taking a permanent 
mortgage from a member of sucha tribe. Only a mortgage 
up to twenty years can be created, and the mortgage 
debt is ipso facto extinguished at the end of the term. 
A mortgage bank, therefore, being restricted to twenty 
years of usufruct, will not lend a “greater sum than can 
be recovered from the property in fifteen years, retaining 
the balance of five years as a margin. But since the 
land revenue, assessed on all agricultural estates, may not 
under the revenue law exceed half the net profits, thirty 
times the land revenue cannot exceed the net profits of 
fifteen years; and the banks regard a special valuation of 
a property as superfluous whenever, as is generally the 
case, the advance is of less amount than the thirty-times 
multiple. When the advance is greater than this multiple, 
a.special valuation is made, and the very exact revenue 
records and annual crop returns maintained by the 
Government facilitate the task. It is noteworthy that 
the unusual limitation of the right of alienation, due to 
the need for protecting the military peasantry from 
moneylenders, has rendered the European plan, of granting 
a mortgage within a fixed percentage of the capital value 
of an estate, inapplicable to the business of the Punjab 
banks. The Agricultural Bank of Egypt and the Swedish 
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associations observe a maximum of 50 per cent. of the 
capital value, the Norwegian Mortgage Bank, 60 per cent., 
Danish credit associations allow 66% per cent., the Land 
Bank and the Crédit Foncier of Egypt from 50 to 66 per 
cent. The German Landschaften, in addition to advances 
within a certain percentage of the capital value, also 
grant loans on a basis of thirty times the land tax; and 
the same custom is observed by the South Jutland 
Association which, on the transfer of North Slesvig from 
Germany to Denmark after the war, replaced the two 
German Landschaften of Kiel, formerly operating there. 

Enough has been said to explain the peculiar difficulties 
of these institutions, and the manner in which they are 
overcome. No bank has yet suffered the loss of any 
money advanced, but experience only dates from 1920. 
At the request of the Punjab Government a careful 
inspection of two specimen mortgage banks was made 
in 1927 by an officer of the Imperial Bank of India, who, 
while making helpful suggestions as to accountancy 
and procedure, found no fundamental defects in their 
management. 

The salvation of the Indian farmer lies in replacing 
tyrannical moneylenders by an institution which will lend 
only for useful objects, will accept—and insist on—regular 
repayment by instalments, and can subject him to the 
pressure of neighbours who have a common interest in 
keeping him up to his duties. The existing rural mortgage 
debt of British India (population about 250 millions) has 
been estimated (1924) at £400,000,000, that of Prussia 
(population 35 millions) was reckoned at £377,000,000 in 
1g02, and that of Denmark (3} millions) at £250,000,000 
in 1924. Though the Indian debt per head is lower, it is 
less productive, since much of it represents past extrava- 
gance or misfortune. Its burden impedes agricultural 
progress, removing all incentive to improvement. The 
agriculturist cannot shake it off, since the interest accu- 
mulates faster than he can pay. The exchange banks 
and the Indian joint-stock banks cannot take it over by 
transfer on reasonable terms, since they have no country 
branches, and the rural business would not justify their 
creation. Only a mortgage bank with local support, 
engaging in simple and uniform transactions with an 
inexpensive staff, can solve the problem. 
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A General Survey of 
Canadian Banking 


a British North America Act of 1867—the 






so-called “‘constitution”’ of Canada—creating the 

self-governing Dominion of Canada, began virtually 
a new epoch in its banking. But it must be pointed out 
that even before the confederating and consolidating 
influence of the Act came to be exercised there were 
about twenty-eight banking institutions. In fact, by 
1867 the Bank of Montreal had a paid-up capital of 
$6,000,000, and the Commercial Bank of Canada, its 
nearest rival, $4,000,000 paid-up—no mean figures if 
regard is had to the relatively small population. 

The British North America Act gave control of all 
banking legislation to the Dominion Parliament. Under 
that power the Canadian Bank Act was passed on May 12, 
1870. There is no room here for a list of the many 
changes that have been made in the original Act. But 
what should not be omitted is that changes were expected, 
were considered in the nature of things, and were even 
foreseen. For into the Act was written a sane and simple 
proviso that has saved Canada from the unhappy banking 
experience of the United States for almost a century. 
Decennial revisions of the provisions were provided for, 
so that all changes have come about without disturbance. 
While they may be numbered by the hundred, since 1867 
there has never been a “crisis” in banking to weaken 
public confidence. Even in the trying year of 1879, 
when seven institutions failed, and when in a few years 
the paid-up capital of the banks reporting to the Govern- 
ment fell from about $66,000,000 to $59,600,000, there 
was faith in the soundness of the system. Speaking 
recently, Mr. H. T. Ross, Secretary of the Canadian 
Bankers’ Association, said: “But it must not be 
forgotten or overlooked that the powers and limitations 
which are set out under the banking legislation of 1867 
remained all through successive revisions practically 
unchanged, and are still the distinguishing feature of 
our system.’”’ Thus the framers of the Bank Act, like 
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those of “‘B.N.A.’’—almost revered as “The Fathers of 
Confederation ’’—-‘‘ builded better than they knew.” 

Yet the recent revisions have in many ways been most 
important. The rapid expansion in the financial and 
commercial life of Canada has demanded much care in 
the revisions. The method is perhaps unique in the 
records of international banking. JDiscussion is con- 
stantly proceeding, both on platform and in the Press. 
“Tt is,” to quote Patterson, “notable that the revisions 
are made neither by theorists nor tainted with political 
expediency. The ablest men in the country, regardless 
of their politics, are consulted and give their evidence 
before the parliamentary committee. Lawyers, mer- 
chants, farmers, bankers, and others equally well qualified 
contribute their criticism and advice towards the advance- 
ment of the best interests of the country. The measures 
are then fully debated, and when finally passed, are 
acceptable to all interests.” Again, the same authority 
on banking in Canada and in U.S.A. writes: ‘The growth 
of the banking system of Canada has been one of 
evolution rather than of expediency or hasty legislation, 
and the machinery provided for the systematic and 
regular revision of the Bank Act is invaluable in meeting 
the tremendous expansion and constantly changing 
requirements of Canadian commerce and agriculture.”’ 

The Bank Act as now in force, bearing date 1923, 
consists of 168 clauses and nine schedules. Sections 61-74 
refer to note issues—a feature of Canadian banking— 
and sections 112-114 to the periodic returns that must be 
supplied to the Government. Schedule ‘“G”’ provides a 
detailed form of statement (in report rather than in 
account style) in which bank assets and liabilities must be 
listed to accompany the other returns. It is interesting 
to note the place and prominence given to the Canadian 
Bankers’ Association in the Act. Section 124 is worth 
quoting in full :— 

The Association may, at any meeting thereof, with the approval of two- 
thirds in number of the banks represented at such meeting, if the banks so 


approving have at least two-thirds in par value of the paid-up capital of the 
banks so represented, make by-laws, rules, and regulations respecting : 


1. (a) all matters relating to the appointment or removal of the curator, and 
his powers and duties; 


(b) the supervision of the making of the notes of the banks which are 
intended for circulation, and the delivery thereof to the banks ; 


(c) the inspection of the disposition made by tne banks of such notes; 
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(d) the destruction of notes of the banks; 


(e) the custody and management of the central gold reserves and the 
carrying out of the provisions of this Act relating to such reserves ; and 

(f) the imposition of penalties for the breach or non-observance of any 
by-law, rule or regulation made by virtue of this section. 


2. No such by-law, rule or regulation, and no amendment or repeal thereof, 
shall be of any force or effect until approved by the Treasury Board. 


the carrying out, of any by-law, rule or regulation, or any amendment thereof, 
so approved by the Treasury Board. 


It is well known that the branch bank system plays 
a highly important part in Canadian banking. Indeed, 
the Dominion may claim to have a more widely dis- 
tributed branch system than in any other country. 
There is a branch for almost every 2,400 inhabitants, 
compared, for example, with one to every 3,600 in- 
habitants in Great Britain and Ireland, one to every 
g,250 in France, and one to every 30,500 in Germany. 
A word of caution should be given the English reader in 
interpreting these returns, for conditions in Canada differ 
greatly from those where population is denser. In not a 
few cases a bank branch has been opened in some new 
Canadian town far ahead of the ability of the existing 
population to support it: its very establishment has 
helped to create that confidence of which prosperity 
is made. 

Section 62 of the Bank Act seems framed to encourage 
the survival of the Elizabethan spirit of the merchant 
venturer in Canadian bankers. It authorizes any bank to 
issue notes—for circulation there—in any British colony 
or possession other than Canada, for the sum of one pound 
sterling each, or any multiple of a pound, or for the sum 
of five dollars and multiples thereof. It is understood 
of course that such issues are not illegal in the colony or 
possession concerned, and none of these notes is to be 
reissued in Canada. In general, authority to issue is well 
hedged about with restrictions to prevent complications 
with Governments in other parts of this far-flung Empire, 
and to prevent abuse of the privilege within Canada 
itself. 

Another feature of the practice of some Canadian 
banks is the pioneering manner in which they are esta- 
blishing branches in other countries, both within and 
without the Empire. There are 27 in Newfoundland, 
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5 in Cuba, 8 in Mexico, 27 in South America, 45 in the 








he a est Indies (besides Cuba), 3 in France, I in Spain, 
ad 12 in the United States, 6 in Great Britain, and I even 
sf in that last remnant of a vast French empire in North 
America, the little cod-fishing rock islands of St. Pierre 
a and Miquelon. The distribution of branches both in 
a Canada and abroad at the end of November 1928 is 
aa 
f, shown in the following table : 
E | | 
’S k i | | 3 
AS) S a = os} 
L Els |i | 62) 3 
= - = P : 2 ae ~ = ® 
rs o | = | = $ = Sializtgi4a4igial¢é 
sif le! @ S$ glia lizsgisaiaibisal g 
35 = is 2 3 = Ss Es = B12 /\e| & ) 
ie a 7 S 2alnon|l|da!ial/wia4|&ale| 
"4 Canadian Bank of | ; | 
Commerce 7 21 8 90 360 58 | 111 80 eo} s ? 12 818 
Ni The Dominion Bank 1 8 93 12 ) 6 2 2 29 
Banque Cant udienne | 
1 Nationale - - 06 28 16 Ss 7 _ 1 066 
Imperial Bank of } | 3 
r Canada - : 4 112 3 29 27 | 15); — : 195 
Bank of Montreal. 1 14 14 126 244 39 67 69 | 46 2 6 13 641 
1 BankofNovaScotia 9 | 38 | 37 21 | 129 8/ 26) 10) 6|—| 12] 28 324 
Banque Provinciale | | | nee 
J du Canada i 20 | 274) 27 , = hs 325 
The Royal Bank of . ee, ae , were, Pa E 
y Canada e 7 61 22 82 275 | 78 | 143 82 54 | 5 105 914 
é Bank of Toronto . . | 3] S08) 215) 2) 13) 3 -}—}] —| 191 
; Weyburn Security | | : 
3ank .. as — | 30 a [een =| ae 
r Private Banks .. - 1 1 2 | 7 1 | =e, -~ 12 
Totals .. 28 | 135 | 102 |1,127 |1,371 | 234 | 466 | 295/197 | 4 | 25) 161 4,145 











That feature of the great English joint-stock banks 
mentioned in THE BANKER for March (p. 278), “the 
enlightening comment upon the principal events of the 
year’? to which “students of finance have long been 
accustomed to turn,” is well developed in the Dominion. 
Something of an innovation, however, was made last 
January when the manager of one of the largest banks 
undertook to explain where the bank’s money was loaned, 
the reasons, and the important part which banks play in 
the agricultural, commercial, and industrial development 
of the Dominion. The decision of the officials of this 
bank to explain their business and its methods to the 
public will tend, probably, to increase the standing of 
banks in general in the esteem of the public. In this 
connection the general manager made the following 
comments that will give to non-Canadian readers an 
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idea of some of the banking problems peculiar to Canada : 
“Any suggestion that the Canadian banking system 
involves a concentration of loans in larger centres, to 
the detriment of smaller communities, is as far from the 
mark as it can possibly be. The larger centres are, of 
course, served and well served, but the very essence of 
successful banking in Canada is that the more widely 
served the entire community the better for the banks and 
the growth of their business. Concentration would mean 
stagnation to the banks as well as to the business of the 
communities they serve.” 

Another thing that surprised many was the statement 
of the distribution of bank loans. It has for long been 
almost a tradition in Canada that whereas “‘ big business ”’ 
gets all the loans the small tradesmen and farmers are 
only wanted as depositors. Of the $386,000,000 that 
this particular bank has on loan in Canada practically 
10 per cent. is on loan to farmers and ranchers; 73 
per cent. to shopkeepers and wholesalers; while call 
loans in Canada take over 14 per cent. Actually, 
manufacturers have on loan slightly less than farmers 
and ranchers. Governments and municipalities account 
for over Io per cent. 

Again, the complaint is sometimes heard that loans 
which have been sanctioned are delayed or refused at 
many distant branches because of the necessity of 
referring them to head office. The reply to this is that, 
as superintendents have power to sanction borrowings 
up to $25,000, 95 per cent. of all loans are dealt with in 
the province where they are applied for. 

Through amalgamation and merger there has been in 
recent years a steady reduction in the number of banks 
operating in Canada with, of course, an enlargement in 
the financial resources of the surviving establishments. 
While in 1919 there were eighteen banks, today the 
number chartered is ten. Data respecting each are given 
in the following table. It may be added that besides the 
chartered banks proper there are the Post Office Savings 
Banks (under the administration, as in England, of the 
Post Office Department) with about 1,400 branches, and 
the Dominion Government Savings Banks, attached to 
the Department of Finance, with offices in the principal 
Canadian cities. In addition, the Provincial Governments 
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of Ontario and Manitoba conduct savings banks of some 
magnitude. In the province of Quebec there are the 
Montreal City and District Savings Banks with a paid-up 
capital of $1,859,000, and a reserve fund of $2,000,000, 
and the Caisse d’Economie de Notre Dame de Quebec, 
with its head office in the City of Quebec, having a 
paid-up capital of $1,000,000, and a reserve fund of 
$1,000,000. The last two are noteworthy chiefly for an 
historic interest in the life of the French Canadian 
province. 


THE TEN PRESENT CHARTERED BANKS OF CANADA 
(000’s omitted) 


Due from Due from 


Name of Bank, Location | Total | banks in | banks in 
of Head Office, President Authorized Paid-up Reserve) Assets United U.S.A. 
and General Manager Capital. Capital. Fund. |(Dec.31,| Kingdom (Dec. 31, 
respectively. |} 1928). | (Dec. 31 1928). 
1928). 
f $ $ $ $ $ 
BANK OF MONTREAL, 31,175 29,919 30,917 | 896,570 1,891 17,229 


Charter 1817 
Montreal, Sir Chas. Gordon 
Sir Frederick 
Williams-Taylor 
BANK OF NOVA SCOTIA, 15,000 10,000 19,500 | 279,813 255 4,324 
Charter 1832 
Halifax, J. A. McLeod 
BANK OF TORONTO, 10,000 6,000 8,000 | 133,620 22 1,787 
Charter 1855 
Toronto, G.W. Gooderham 
H. B. Henwood 


BANQUE PROVINCIALE DU 5,000 4,000 1,500 55,313 9°5 436 
CANADA, 
Charter 1900 
Montreal, Sir H. Laporte 
CANADIAN BANK OF COM- 25,000 20,000 20,000 
MERCE, 
Charter 1866 
Toronto, Sir John Aird 
. H. Logan 
ROYAL “en OF CANADA, 25,000 30,000 31,810 | 917,167 1,539 24,503 
Charter 1869 
Montreal, Sir ae Holt 
Cc. E. Neill 
DOMINION nore 10,000 6,000 8,120 | 152,805 548 3,976 
Charter 1870 
Toroato, A. W. Austin 
C. A. Bogert 
BANQUE CANADIENNE 10,000 5,500 5,500 | 151,975 67 1,154 
NATIONALE, | 
Charter 1859 
Montreal, J.A.Vaillancourt 
Beaudry Leman = 
IMPERIAL BANK OF 10,000 7,000 7,500 | 147,191 25°8 862 
t. CANADA, | 
Charter 1873 
Toronto, Peleg Howland 
>. Phipps 
WEYBURN SECURITY 1,000 | 525,000 | 250,000 | .7,277 — } 47 
BANK 
Charter 1910 
Weyburn, Sask. 
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Australian and New Zealand 
Banking 


By Our Australian Correspondent 


Australian and New Zealand banking and finance 

a regular feature of THE BANKER, it may not be 
undesirable in this first article to trace briefly the 
development of banking in the Commonwealth and 
Dominion from its early days until the present time. By 
so doing we shall obtain an excellent idea of the economic 
progress made, and of the mentality of the people. 

As every schoolboy knows well, Captain Phillip 
landed at Sydney Cove (now Port Jackson) in January 
1788, and the Colony was formally proclaimed on 
February 7 that year. Owing to the absence of an 
adequate supply of currency the Australian colonists had 
to resort, for many years, to a system of barter; and rum 
appears to have been the favourite commodity by which 
values were measured. This unsatisfactory state of 
affairs continued until 1817, when the first bank, The 
Bank of New South Wales, was established. The bank 
had power to issue its own notes, which were taken at 
their face value although they were not legal tender. 
While it had a monopoly for some years of the banks now 
existing its earliest rivals were: The Commercial 
Banking Co. of Sydney, established in 1834; The Bank 
of Australasia, incorporated by Royal Charter in 1835; 
and The Union Bank of Australia, established in 1837. 
The two last-named have their head offices in London 
and are termed Anglo-Australian banks. 

The discoveries of gold in Victoria in 1851 and the 
following years caused a large increase of population 
(405,000 in 1850 to over 1,100,000 in 1860) mainly due to 
immigration. Other banking institutions were established 
about that time as a direct result of this, and also by 
reason of a general increase in the country’s prosperity. 


\ S it is intended in future to make the subject of 
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It will readily be understood that in the early days, 
and even in the period of the gold discoveries, banking 
was of a very speculative character ; large profits, and no 
doubt losses, were made, and dividends of as much as 
40 per cent. to 50 per cent. were not unknown. 

Although in subsequent years minor banking troubles 
occurred, the next landmark in the history of Australian 
banking was undoubtedly the great crisis of 1893. For some 
years previously Australia had enjoyed unbounded pros- 
perity. The country had been blessed with good harvests, 
the mineral wealth was being rapidly developed, and in 
addition the State Governments had been spending money 
lavishly on development works, not all of which were 
sound. In fact, at the time, the island continent was 
looked upon both by its own people and in England as an 
Eldorado. Speculation was rife, the demand for capital 
was great, and the banks found it profitable to take 
deposits in London fixed for long periods at high rates 
of interest and to lend in Australia at still higher 
rates. They were by no means blameless, as they had 
tied up a large part of their funds in loans against 
land, especially town sites, the real value of which was 
problematical. 

When the inevitable collapse of the boom came, it 
was rumoured that some of the banks were heavily in- 
volved. The Australian public became alarmed, there was 
a run on all the banks, and many of them had no alter- 
native but to suspend payment. In one month alone ten 
concerns closed their doors ; and of the whole of the com- 
mercial or trading banks only about half a dozen can 
claim that they were able to weather the storm. Most 
of the banks involved were reconstructed and are now in 
a very sound financial position with substantial reserves ; 
but even to this day evidence of the 1893 troubles appears 
in the balance sheets of some. It is stated in some 
quarters that the banks are now too conservative, but 
when it is remembered that in one year practically 75 per 
cent. of the trading banks had to close their doors this 
conservatism can hardly be wondered at. 

The next momentous event in the history of Aus- 
tralian banking was the passing of the Australian Notes 
Act of 1910. The Act gave the Governor-General power 
to authorize the treasurer from time to time to issue, 
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re-issue, and cancel Australian notes; and the Bank Notes 
Tax Act of the same year imposed a tax of Io per cent. 
per annum on all banknotes in circulation. Such a rate 
of tax was designed to meet the specific circumstances 
prevailing at the time, and the Act, of course, had 
the effect of stopping further issues of banknotes. 
The entire issue of notes by the banks had never 
been large, and although the laws of the various States 
differed, the amount of notes in circulation was generally 
based on the banks’ holdings of coin, bullion, and public 
securities. The notes were always readily accepted by 
the public, as is evidenced by the story of the squatter 
who, in the 1893 crisis, went to his bank, asked for the 
amount of his balance, and drew a cheque for the whole 
sum. After he had been paid, not with gold coin, but 
with the bank’s own notes, he cheerfully told the cashier 
that the bank could “‘go bust”’ as soon as it liked! The 
squatter’s attitude was not so absurd as it would perhaps 
seem, as in all probability the notes of the bank concerned 
constituted a first claim on its assets. 

The Australian Notes Act of 1910, as amended by the 
Act of 1911, stipulated that “The Treasurer shall hold in 
gold coin a reserveof not less than one-fourth of theamount 
of Australian notes issued.’”’ As up to 75 per cent. of the 
total notes issued can be represented by interest bearing 
securities it will readily be realized that State control over 
the issue of notes is very profitable and no doubt this, 
apart from other considerations, weighed largely with the 
Government of the day. 

We now come to the most important event of all. 
The reference here, of course, is to the passing of the 
Commonwealth Bank Act, which was assented to on 
December 22, 1911. The Act gave the bank very wide 
powers, and as it was the intention of its sponsors that 
it should not only act as bankers to the Government, 
but should carry on a general banking business in com- 
petition with the existing banks, it can easily be 
understood that it was not welcomed with open arms 
by the latter. Actually a series of problems was the 
outcome of this piece of legislation which persist until 
the present day. But the discussion of these, together 
with an outline of the constitution and growth of the 
Bank, must be postponed until the next article. 





Fictie b Peg ctgs 












y 
C 
y 
r 
; 


bl 





mS 


“ MECHANISATION” 
BRITISH BANKS 


STANDARDISE 
ON BURROUGHS 


British Banks, large and small, have standardised 
on Burroughs Machines. 

Burroughs Machines of different styles are designed 
for the speediest completion of every figure job in 
a bank. 

Counter Records, Waste, Check Ledgers, Daybooks, 
Remittances, In Clearing, Ledgers, Statements, 
Interest Records, and General Ledgers, are all 
handled by Burroughs Machines. 

Many thousands of satisfied customers receive 
regularly Statements prepared by Burroughs 
Machines. Banks in all parts of the country have 
accurate and legible records maintained at less cost 
by Burroughs. 

Burroughs offers the services of a nation-wide 
organization for investigating accounting problems 
of all kinds, for training operators and installing 
equipment, for giving service to installations after 
completion. 





BURROUGHS ADDING MACHINE LTD 
Chesham House, 136 Regent Street, London, W.1 
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Excluding a small amount held in the Banking Department. 
Apart from an unascertainable amount of gold not appearing ma 


Up to April 1927 the figures include gold, both ‘ 


June 1928 give the total gold holding in one amount. 


Gold and silver holdings. 
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1 Monthly averages, nine banks. 2 Average of four or five weekly returns. 3 The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “‘ A Banker's 
Diary,”’ Dec, 1928 issue.) ¢ Total note issue, less notes in Banking Department, and (prior to Nov. 22, 1928) 
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mount Bank Rate Discount Call Money | Bank Rate Discount Bank Rate Bank Rate 

plied fe R _ 

million Per cent. | Per cent. Per cent. Per cent. Per cent. Per cent. 

63-3 5 943 34 38 64 623 54 

57 +4 5 a 34 33 6} 6ys ot 

2-0 5 7a 3h 38 64 6} 5} 

19-8 5 103° 34 35 7 643 5} 

19-8 5 1133 34 34 7t 781 54 

10-5 3 1143 3h 3h 7} 74 5} 

38-1 5 933 3h 3) 74 74 5} 

0-3 5 643 3) 35 7+ 74 5t 

1-6 5 6 33 3) 74 74 54 

6-0 5 7 34 3} 7% 7k 5t 

0+ 1 5 745 34 3} 7k 7h 54 

7-4 5 7 34 3s 74 74 of 

75 5 10 3 34 7k 74 5 

7-8 5 10} 3 3} 74 722 5¢ 

se of asury Bills, are averages of daily rates. 

)REKBXCHANGES Table V—cont. 

ply ERAGES 

RID AMSTERDAM BERLIN STOCKHOLM BOMBAY. KOBE Filo DE, BUENOS AIRES 
~ Fl. to £ Rmk. to £ Kr. to £ d. per Rupee d. per Yen d: per Milreis | d. per Gold Peso 
ie 12°107 20°43 18159 18 24°58 5 8997 47°58 
10 12-118 20-422 18-151 -879 -061 6-921 

86 12-091 20°417 18-161 “934 *199 7°288 

21 12-110 20°439 18-151 *921 *134 7°716 

30 12-108 20-430 18-152 931 3°271 7° 682 

14 12-139 20-489 18-135 +885 3° 899 5-832 47° 
2 12-136 20-501 18-157 *932 3°261 5-821 47- 
6 12-123 20-493 18-128 910 049 5-842 47° 
17 12-119 20-450 18-128 871 311 5-829 47- 
8 12-111 20-412 18-184 “004 469 5-923 47- 
8 12-098 20-399 18-193 -014 945 5-922 47- 
12 12-099 20-417 18-186 946 933 5-899 47- 
1 12-084 20-384 18-161 913 653 5-902 47° 
8 12-101 20-364. 18-134 947 291 5-911 47° 
1 12-098 20°355 18-130 998 678 5-907 47- 
0 12-096 20-364 18-138 064 879 5-918 47- 
5 12-081 20-354 18-143 074 956 5-914 47- 
2 12-078 20-360 18-130 063 725 5-889 47° 
1 12-091 20-402 18-138 056 549 5-905 47- 
5 12-116 20-447 18-154 013 383 5-896 47°: 
0) 12-115 20-455 18-168 007 037 5-857 47° 
8 12-090 20-475 18-173 965 082 5-869 47- 
0 12-067 20°415 18-154 *912 111 5°875 47°: 
6 12-075 20-335 18-114 *854 745 5-873 47 
5 ‘078 20-356 18-091 *828 *023 *874 47-2 
2215 wapandoned as from June 25, 1928. 
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Table VI BRITISH TRY 





COAL PIG-IRON STEEL 


Peet 1 ane a 
roduction ine! uding Number of 
Coke) Furnaces in 


Millions of Millions of Blast Thousands of | Thousands q 3 
Tons Tons Tons Tons 


9 : 
Production Production 


1926 
APRIL 
May 
JUNE 
JULY 


1927 
APRIL ee . oe ee < 
MAY ee ee o- . oe 20° . 720 
JUNE oe ee oe ee ee ‘ 5 651 
JULY ee ee ee ee ee “f : 646 


1928-29 
APRIL ° 
May 

JUNE 

JULY 
AvGeuUSsT 
SEPTEMBER. . 
OCTOBER .. 
NOVEMBER .. 
DECEMBER .. 
JANUARY 
FEBRUARY .. 
MARCH 
APRIL 

May 


563 
591 
564 
538 
519 
504 
544 
544 
540 
564 
520 
590 
611 
655 


165 658 831 


OwMAUSSwSOmMOIOIO~T 
oO > POL be ee 
WASH NDONAE MANAUS 





1 Total for four weeks, 2-Returns issui 
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Table VI BRITISH TRADE AND INDUSTRY—cont. 


ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT 


— 4 
5 | Inderd 
2 4| Percent- | Numbers | Produ. & 








3 
Imports Exports | Re-exports} London [Provincial Total Compar- age of on Live tion 
P ‘ able Total| insured Register 
persons 
£ £ £ £ £ £ £ unem- 000’s 1924 = 
milions millions | millions millions | millions | millions millions ployed omitted 


‘Country’ 


1926 

APRIL .. 
May ae 
JUNE - 
JULY we 


1927 
APRIL .. 
May oe 
JUNE 
JULY eo 


1928-29 
APRIL .. 
May ee 
JUNE - 
JULY ie 
AUGUST .. 
SEPTEMBER 
OCTOBER. . 
NOVEMBER 
DECEMBER 
JANUARY 
FEBRUARY 
MARCH .. 
APRIL .. 
May ee 
JUNE .. 91- 


0 1,013 

6 1,501 71-95 
1,628 % 
1,631 57°4 


oom oo~s 
om on 


1,076 

998 
1,028 
1,041 


} 
1,081 
1,108 | $1034 
1,166 
1,259 

) 


108+1 
106-0 


ray a 
KOowe 
aocog 


1,314 95°5 
1,303 
1,339 
1,364 
1,366 
1,427 
1,390 
1,243 
1,159 
| 1,123 


105-2 


a 
COCSOMSODOR ee 


Nim Seo OM Dod HAMDS 


108+ 


1S Com LO GbR con cres En 


SHUASDSSaSNWIAGHE 


eee 
cooco 


= 


5 10- 
“6 9 


ANN Com NOR IAIEH me ROO 
4 2 
OPI AISHDMAMWOARE 


ts SUNN Go SSA SEIS 
eookteitit 
DOD Hct OmARAIHEN 


OV i ONO OT OT OT ON Or ie me OO ON 
ROWAN ONFOOCUrH ASO 


op 
w 


} 49- 1,113 


¢ 


1 Daily averages based on weekly or monthly returns. 2 “Country” clearings at London Clearing 
House. 2% Up to June 1926 ten clearing houses, thereafter eleven. 4 Total clearings (London “ Country” 
and Provincial) adjusted, for comparative purposes, by application of Board of Trade index number of wholesale 
prices (1924 = 100). 5 Average of four or five weekly returns. Reprinted by courtesy of the London 
and Cambridge Economic Service. | 
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H TMD INDUSTRY Table VI—cont. 








STEEL : 
IRON & STEEL & MANU. ED ; 
© | FACTURES THEREOF MACHINERY COTTON WOOL 
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> fer Exports of Exports of Exports of Ex oO ot 
roduction Imports Exports Imports Exports Yarns Piece Gvods ‘ops Wootand. Wool ‘auct 
— —— 
. arns 
homeaniie Thousands Thousands £ £ Millions of Millions of Millions Millions Millions of 
of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
= . 262 313 1,258 3,605 14-4 281-8 2°5 2-2 9-1 
34 iv 167 274 1,050 3,192 10-6 304°2 2°6 2-2 9-7 
32 i. 233 231 1,098 3,438 14-4 328°3 2-9 3°6 12°6 
‘i 271 244 1,069 4,193 12-4 359-6 2-7 3-6 18-0 
= 405 335 1,454 3,598 7:3 316-9 3°3 3° 9°5 
747 356 422 1,436 4,612 22-8 413°6 4-4 4°5 11-4 
687 333 366 1,371 3,889 17°2 330-1 3°3 4°6 13°6 
336 390 1,402 3,786 14-0 335°2 3-1 4-4 16-0 
644 ‘oi 
753 é 253 344 1,464 4,143 13°8 314°8 2:9 3:7 10:0 
709 E 237 359 1,372 4,656 14:1 288-9 3°3 4°6 11°8 
667 210 366 1,437 5,053 14°4 277-9 3°0 4°5 14:7 
648 " 219 333 1,461 4,567 11°4 338-6 2°6 4:2 18-0 
719 3 272 370 1,530 4,399 15°8 341°3 2°8 4°9 19-4 
756 , 184 295 1,231 3,688 11-2 298-2 2°3 3°3 12-8 
762 et 261 377 1,488 4,402 15-1 334-0 2°5 4°5 12°7 
683 233 399 1,422 4,651 15:4 331-4 2°8 41 12:5 
765 a 184 359 1,235, 4,499 13-2 290-5 2°5 3°4 12-4 
775 Bet 244 421 1,627 5,078 16:9 379°3 3:1 3°6 18-6 
860 a 160 3380 1,235 4,108 13-7 326-1 2°5 3°0 14°6 
809 : 182 350 1,444 4,154 13-5 334-0 3-2 3-3 12-1 
844 262 340 1,574 4,151 13-1 349°4 2-4 3:0 9°5 
831 ‘ 257 443 1,802 5,528 16-0 321-4 3°4 4°7 11°3 
3 234 307 1,695 3,794 12-3 223-9 2-1 3°4 10-2 
. lan National Federation of Iron and Steel Manufacturers, 
nt. Table Vil COMMODITY PRICES 
P UNITED KINGDOM U.S.A. GERMANY FRANCE 
| Indexot 
| Produe- Wholesale 1 | Wholesale} Wholesale} Cost of | Wholesale} Cost of 
tion _| Cost of (Depart. (Reichs- Living (Si eng Living 
{ Living ment of bord) (Reichs- (Statis- 
Board of | “* Statist ’”’| ‘* Econ- (Ministry Labor) rd) Gendraie) tique 
1924 = 0 Trade omist”’jof Labour) Générale) 
July 2 1913/14 uly 
1913= 100] 1913 = 100 | 1918 = 100 | 1014 = 100 | 1926 = 100 | 1915 = 100 = 100 | 1913 = 100 | 1914 = 100 
1926 
APRIL .. | 143°6 | 147°7 147-8 167 100-1 122-7 | 139-6 | 650-1 
May << tee 147°9 146°5 168 100°5 123-2 | 139-9 687-9 
57 JUNE -- | 146-4 146-9 146-8 170 100°5 124°6 140°5 738°4 485 
JULY e. | 148°7 148-2 148-7 170 99-5 127°4 142-4 838-2 539 
9 
108°! APRIL .. | 139°8 145°1 142°8 164 93-7 134°8 | 146-4 636-3 
May oo | Maas 145-6 145-4 63 93°7 137°1 146-5 | 628°3 
106+) JUNE ea 141°8 144°8 144-1 166 93-8 137-9 | 147°7 622-4 525 
JULY os | BARE 143°5 144-1 164 94-1 137°6 150-0 | 620°5 507 
1928-29 
1036 APRIL .. | 142°9 147°8 145-7 164 97-4 139°5 150-7 623-8 
May -- | 143°6 148-5 146-7 165 98-6 141°2 | 150°6 632°3 
JUNE -. | 142°6 144°2 144°5 165 97-6 141-3 | 151-4 626-0 519 
95°5 JULY oo | R431 141°5 141°9 165 98-3 141-6 | 152°6 | 623°8 
AUGUST .. | 139°3 138°8 139-4 165 98° 141°5 | 153°5 617-0 
SEPTEMBER | 137°6 | 137-4 137°5 166 100-1 139-9 | 152-3 | 619-9 519 
OCTOBER.. | 137-9 37:4 136°9 167 97°8 140-1 | 152-1 | 617-0 
NOVEMBER 137-9 7 136-9 168 96-7 140°3 | 152-3 625-7 
DECEMBER 138-3 7 136°5 167 96°7 139-9 | 152-7 623°8 531 
a 7 JANUARY.. | 138-3 6 136-1 165 97°2 138-9 | 153-1 630-6 
) FEBRUARY 138-4 3 137°3 166 96-7 139°3 | 154-4 633°5 
MARCH .. 140-1 8 138-1 162 97°5 139-6 156-5 639-4 547 
APRIL o4 138-8 1 135-0 161 96°38 137-1 153°6 626-6 
MAY e- | 185°8 9 131°5 160 95-8 135-5 | 153-5 622-9 
JUNE e- | 135°6 0 131-7 161 135-1 153-4 610-2 556 
n Clearing = Poe ee ee 
Country” 1 The indices, which s are for the 1st of the month, are entered for the previous month to 
f wholesale facilitate comparison. 
. Ln 2 The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 
| are not strictly comparable. 
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The Banker’s Bookshelf 


In this column the Editor of THE BANKER will call attention to books 
which have a special interest for bankers. 





SELECT BIBLIOGRAPHY OF MONEY AND BANKING. By R. D. RICHARDs. 
Pp. 10. 


Tuis bibliography was prepared for the Cambridge Public 
Library originally, and is now reprinted for general use. It is 
very brief, and certain of the sections are not proportioned 
against others. On account of the carefully chosen comment, 
however, its brevity makes it a useful book for the student’s desk. 


BANKING AND CURRENCY DEVELOPMENT IN SOUTH AFRICA. By E. D. H. 
ARNDT. Pp. 542. (Juta & Co. 25s.) 


Tuis is a large book, which the average banker will not have 
time to read. It is mainly an historical work, the narrative treating 
of the period 1652-1927 ; and yet there is an able and informative 
discussion of the present position of South African banking which 
busy officials may read with profit. 


The whole work is well documented, carefully written, and 
clearly arranged. Dr. Arndt deserves congratulation for having 
provided us with a volume which has long been needed. 


THE MYSTERY OF THE TRADE DEPRESSION. By F. E. HOLSINGER. Pp. 360. 
(P. S. King and Son, Ltd. 7s. 6d.) 


Mr. HOLSINGER has spent a considerable time in making a 
detailed investigation into, and analysis of, economic society as 
it exists today. He finds that the root of the evil lies in the capi- 
talist system: “The truth is—there is no need to mince one’s 
words—the capitalist system is reeking with intellectual dis- 
honesty ”’ (p. vii). 


Mr. Holsinger has read widely, he has a keen intellect, and he 
nowhere shrinks from being vigorous. It is a pity that he finds it 
necessary to assert that everyone—except himself—thinks and 
writes erroneously. 
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BRITISH AND 
162 BRANCHES IN 
FINLAND HUNGARIAN BANK LTD, 


The Board of Directors of the British and 
Hungarian Bank Limited, Budapest, decided 
oO at its meeting held on "July 10th, 1929, to 
increase the capital of tae Bank and to cal 
an extraordinary general meeting to be h 


. July 25th, 1929, for such purpose. The . 
Capital and Reserves : cision refers to the issue of 140,000 new shares 


of 50 ne, omg — a by actually 
issuing heretrom A shares at present, 

Fmk. 417,000,000 which will be taken over by a group headed 
by Messrs. Helbert, Wagg & Co. Ltd. of 

London. This firm will also undertake the 


necessary steps for the quotation of the shares 
oO | on the London Stock Exchange. The further 


40,000 shares will be set aside in connection 
with the intention to open up also another 

KANSALLIS OSAKE PANKKI foreign market for the shares. 
% ss The issue price of the new shares, to be paid 
(National Joint Stock Bank) up August Ist, 1929, is 884 Pengo ; as, how- 
ever, the new shares ‘do not participate in *he 
business results for the year 1929, but are only 


— to ys from 1930 on, the — 
will pay on the issue price an interest according 
Head Office: HELSINKI to present Hungarian bank rate. 


(Helsingfors) FINLAND . |) ] After the issue of the 100,000 new shares the 
disclosed own funds of the Bank will amount 


to about 40 million Pengo. 
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Some Barclays Bank Interiors 
By Professor C. H. Reilly 


T is only of recent years, except in special cases, that the 
big English banks have appeared to care very much 
about the exteriors of their smaller establishments—let 

alone the interiors. The private banks up and down the 
country, who were their predecessors, generally had quiet 
dignified eighteenth-century buildings, which, like nearly 
all the architectural work of that happy era, were as good 
if not better—inside than they were out. The great 
expansion of the big banks over the country after they had 
absorbed the old private ones unfortunately occurred 
during the vulgar period of building at the end of the 
nineteenth century. I have pointed out before how the 
bank building boom succeeded the public house building 
boom and how the resulting buildings, with their florid 
exteriors, their corner entrances and their polished 
mahogany and cut glass partitions, partook of the same 
character. In recent years, however, all this has changed. 
New branch banks everywhere show signs of careful 
thought for their surroundings as well as of a desire for 
dignified and restrained expression on the part of their 
designers—facts which would not have come about, I feel, 
without a corresponding interest in good design by the 
directors. This, however, applies more particularly to 
the exteriors of the buildings, which are, of course, more 
important from the public point of view. As a whole the 
interiors have not yet reached the same level. Two factors 
seem to militate against this. One is that in branch 
banks in England any attempt as yet at a banking hall of 
some symmetrical shape and unified design, however 
simple, is not encouraged, as it is both on the Continent 
and in America. One still often enters an ordinary 
bank and finds a counter running down one side of the 
interior with no more relation to the structure as a whole, 
to the plan of the ceiling or even to the layout of the 
windows than one would find in the counter of a linen- 
draper’s shop. Indeed, there is a considerable similarity 
between the interior of the small shop and that of the 
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There are Red Triangle Brands 
(all of them far exceeding the 
B.S.S.) to meet every require- 
ment of time and place. That 
is why there are monuments 
to “ dependability ” to be seen 
“Right Across England ”— 
Bush House, the Empire 
Theatre, Birmingham Univer- 
sity, and the Gladstone Dock 


are but a few at random. 


Sole distributors for Ship Canal ‘‘ENGLAND,” “GREAVES,” ‘‘HOLBOROUGH” and 
“VITOCRETE ” (super-rapid hardening) Brands of cement: 
THE PORTLAND CEMENT SELLING & DISTRIBUTING CO., LTD. 
“Ship House,” 20 Buckingham Gate, London, S.W.1 


Telephone : Victoria 6012 (7 lines). Telegrams: “ Selcement, Sowest, London.” 
Good Advertising, Ltd. 
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small bank. Both have so much unrelated counter 
space and so much unrelated floor space, the chief 
difference being that there is more space behind the 
counter in the bank than in the shop. In neither is there 
any sense of architectural arrangement or form. The 
dignity of banking has not yet seen fit to demand it any 
more than the smaller forms of retail trade. Indeed, some 
of the latter, particularly scent shops, dress shops and 
sweet shops, have nowadays architectural and decorative 


BANKING HALL OF BARCLAYS BANK, 160, PICCADILLY 


schemes even in England which give them distinction and 
character. It is therefore high time the banks did the 
same, which of course does not mean fantastic or frivolous 
ideas such as the shops I have mentioned might be justified 
in adopting. The point is that the banks generally have 
no scheme at all for their interiors. The second handicap 
is that, even if the architect does succeed in making an 
interior of some architectural shape and expression, the 
bank forces its own standard furniture upon him. In an 
interior by a very well-known architect I have seen heavy 
walnut counters more suited to the “Criterion” bar than 
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Established 1784 


ASHBY & HORNER, LTD. 


Bank Buildings and _ Interiors 
City Office & Insurance Buildings 


<I><I> 


BARCLAYS BANK INTERIOR 
160 Piccadilly 


(as illustrated) 


All joinery and stone masonry executed in London at our own works 


YOU CAN HAVE 


THE MYSTERY 


OF THE 


TRADE DEPRESSION 


By Frederic E. Holsinger 


A book which in the simplest language 
makes a sensational exposure of what is 
really wrong in the economic system and 
shows the way to prosperity without 
socialization 


ON FIVE DAYS’ APPROVAL 


By sending 7s. 6d. (the price of the book) and eight 
pence extra (for postage). If the book is received 
back within seven days of dispatch, the whole price of 
the book (73. 6d.) will be forthwith returned. 

THE MYSTERY OF THE TRADE DEPRESSION 
is a most sensational and epoch-making book. It will 
revolutionize economic thought more completely 
than Adan Smith’s “The Wealth of Nations.” 
Incidentally, it is a vindication of John Stuart Mill. 


Write today for a copy on approval, enclosing remittance, to : 
FREDERIC E. HOLSINGER, 


40-43 FLEET STREET. 
Telephone - - - CENTRAL 7769 
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Leyland Rubber Tiling. Firm and silent 

to the tread, with a clean, fresh appearance 

easily maintained, it wears until it is almost 
as institutional as the business itself. 


EYLAN 
Rubber Tilin® 


Write for Catalogue No. 39 for prices, 
colours and designs, etc. 


THE LEYLAND AND BIRMINGHAM RUBBER Co. Ltd. 
Head Office & Works - - - Leyland, Lancs. 
Branches throughout the World. — R.1. 89-8/29. 
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to anywhere else, and know he has not been responsible 
for them. 

These facts, then, make oneall the more glad that one can 
start a short series of articles on the interiors of the banks 
of the various great combinations by the Piccadilly branch 
of Barclays, designed by Mr. Curtis Green, A.R.A. There 
is certainly no bank interior like it anywhere else and yet 
one can see no reason why there should not be, unless it 
is that banks have determined once for all that to be 
respectable (and admittedly a bank must be that above all 
things) it is still necessary to be dull. Here is an interior 
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ENTRANCE TO WAITING ROOM OF BARCLAYS BANK, 160, PICCADILLY 
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FARE BAGEL EB BO 


Architects : Messrs. Lander, Bedells and Crompton, FF.R.I.B.A. 
THE INTERIOR OF BARCLAYS BANK, PICCADILLY CIRCUS, W.1. 


The entire decoration and furnishings of this Bank were carried out by 
HAMPTONS’ to the designs and instructions of Architects. 


HAMPTONS’ CONTRACT DEPT. 


are constantly carrying out the 
PANELLING, interior WOODWORK, DECORATION, 
and COMPLETE FURNISHING OF 


BANKS, BOARDROOMS 


and Offices of every description 


Estimates Free 


PALL MALL EAST, TRAFALGAR SQUARE, S.W.1. Tel. Gerrard 0030 
Works and all Factories: QUEEN’SEROAD, BATTERSEA,’S.W.8 
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which is certainly not dull, though it is not exciting in 
any silly cinema way. It is an interior making a full 
use of colour—rich red lacquer columns with black and 
gold lacquer counters and screens against the pearly back- 
ground of Portland stone walls. There is, too, a green 
and cream marble floor laid in an interesting pattern 
emphasizing the architecture and not just the usual harm- 
less black and white bathroom chequer. Admittedly the 
bank here has inherited a fine and rather romantic archi- 
tectural scheme with its high vaulted ceiling as well as a 
novel and successful decorative one, but it has had the 
courage to use and make the best of both instead of 
painting out the one and destroying the other with stock 
counters placed about regardless of the architecture. 
Indeed, this old Wolseley show-room looks much better, 
I think, refitted as a bank than it did when it was full of 
great motor-cars which impaired its scale. Now it is 
airy, bright and sufficiently dignified. It is a pleasure to 
turn into it from Piccadilly and sit down there awhile. 
I cannot understand therefore why the bank with such an 
interior does not allow the public to see more of it. 
Obscured glass—another relic, perhaps, of the bank-cum- 
public-house era—shuts it off from the passer-by. I do 
not want to suggest, of course, that such a scheme as this 
would be suitable for every suburban or country bank. 
A lacquer and marble treatment would obviously be out 
of place with farmers’ heavy boots, but I do think that 
this unified interesting interior proves the advantage all 
banks would reap from allowing their architects to give 
them interior architecture as well as exterior architecture 
and if they did not insist so rigidly on standard 
bar-counter and similar fittings. 

A second Barclays interior, that in their Piccadilly 
Circus branch, is in striking contrast to the one we have 
just been considering. Here you have an interior of fine 
height with plenty of floor space but with no architectural 
scheme. The interior is of a shape which it would defy a 
mathematician to describe, and no attempt has been made 
by the architect to square it up by means of the partitions 
to the manager’s office and waiting room. These quite 
elaborate wooden structures consequently look like so 
many cupboards for clothes in the great interior. Whena 
bank possesses a very irregular site like this the architect 
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should be allowed a certain freedom in modelling the 
interior so that some part of it at least is of some recog- 
nizable shape. Only in that way can real dignity be 
achieved. Expensive fittings and furniture will never 
compensate for walls broken up as these are for no 
apparent reason and at such curious angles to one another. 
The architect has bravely tried to give architectural 
expression to one wall by the tall pilasters with pieces of 
entablature above them which he has placed between 





BANKING HALL OF BARCLAYS BANK, PICCADILLY CIRCUS 


his big round arched windows. These, however, only 
serve, I think, with their formality, to emphasize the 
irregularities of the rest of the interior. A word of 
praise, however, must be given to the counter with its 
sensible overhang and the effective brackets which carry 
this. 

The third Barclay interior illustrated is in the great 
new building at Millbank for Imperial Chemicals. This 
interior is naturally on the ground floor of this building, 
but with an unusually heavy superstructure over it. This 
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must be the reason for the great piers and great ceiling 
beams which cut it up—and cut it up so irregularly. The 
architect for the bank had a difficult problem here, but 
it cannot be said that he has completely solved it. The 
sweeping bank counter curving round at either end is the 
best aid he has provided to unity, but it cannot overcome 
the irregular ceiling. I think he has made a mistake in 
enriching the heavy beams in the latter, thereby empha- 
sizing their unfortunate variety of sizes and shapes. The 
pair too of little carved plaster brackets, which one 
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imagines are purely ornamental, seem to me equally 
unnecessary and even detrimental. It is difficult to 
know what he could have done in any case with such a 
grille, of heavy beams above his head and with such a long 
low room. A plain false ceiling blotting out most of the 
beams, even at the expense of height, would, I think, have 
been more comfortable. One would not at any rate have 
had the sense of being in the basement of a heavy ware- 
house. A little touch of interest in the interior is the 
echo of the counter and its panels which appears round 
the room as a dado. 
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An Insurance Diary 


FIRE LOSSES FOR THE HALF-YEAR 

The June losses were £843,000, compared with 
£576,000 for June 1928. This brings the total for the 
half-year to nearly £63 millions against nearly £7? mil- 
lions for 1928—a very serious increase this, making the 
first half of this year the most costly since 1923. Every- 
thing has been in favour of fire. First we had the cold 
weather and burst pipes, and then the excessively dry 
weather. The most serious fire during the month 
occurred at some dyeworks at Bradford, with a loss of 
£86,000. There was also a heavy casualty in the destruc- 
tion of Lord Antrim’s Irish residence, Glenarm, on which 
the claims will probably be £35,000. 





THE EUROPA 

The ‘‘Times”’ reports that a settlement has been agreed 
at rather less than 42 per cent. of the losses on the 
German liner Europa, which was nearly destroyed by fire 
on March 26. The total damage was about {2,200,000, 
of which the greater part was held in London on re- 
insurances. On the day after the fire 50 per cent. was 
quoted for the loss, but on the following day the rate fell 
to 45 per cent., which was a pretty accurate estimate of 
the liability. The ‘‘ Times” also states that the rate to 
cover the Europa and her sister ship, the Bremen, for 
twelve months is now being quoted as high as 70s. or 
80s. per cent. 


, 


INSURANCE OF AIRCRAFT 
The airworthiness certificates for light aircraft will in 
future be issued by the British Aviation Insurance 
Group, instead of by the Air Ministry as heretofore. 
As has been pointed out in THE UNDERWRITER, this is a 
big step in advance, bringing the procedure into line with 
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marine and other underwriting. Up to now the Direc- 
torate of Aeronautical Inspection at the Air Ministry 
have been charged with this duty, and aircraft have been 
inspected yearly. The present transfer will involve no 
extra cost, the fee being the same. But it is to be noted 
that it is confined to light aircraft privately owned, 
though it is hoped to extend the service to other forms of 
civil aviation. This is obviously right. A classification 
of aircraft embracing, not only light machines, but the 
heavy air-liners and freight carriers should be composed 
upon the lines of Lloyds Register, and obviously this 
work is best done by the insurance interests concerned. 
The reform will be of immense assistance to British 
insurance. At present we are underwriting in London 
the greater part of the aircraft risks of the world, and 
there is no common standard of airworthiness. When 
the new system is built up, and there is in existence a body 
of inspectors skilled in their work, a common standard 
will gradually be evolved. It may be recalled that 
Colonel Edwards, in his paper previously referred to in 
THE UNDERWRITER, strongly advocated this advance. 


UNEMPLOYMENT INSURANCE 


The Government are increasing the state contribution 
to the Unemployment Fund. This is in accordance with 
the recommendation of the Blanesburgh Committee, 
which recommended that each of the three parties, the 
State, the employer, and the workman, should contribute 
one-third of the total. The Treasury contribution is 
now to be raised from 6d. to 7d. This will increase the 
yearly income of the fund from £43 to £463 million, 
laying an extra charge of £34 million on the back of the 
taxpayer. The object both of the late and of all pre- 
ceding Governments has been to bring down the number 
of unemployed below one million, at which the fund 
balances. This was very nearly accomplished before 
1926, but, owing to the general strike and coal stoppage of 
that year, the figures are still substantially over the 
million. Whether the present Government will succeed 
in the feat depends probably on what they do about 
coal; and this we shall know very soon. The present 
increase, however, is not so severe a charge on the taxes 
as it seems, for the Unemployment Fund, heavily in 
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debt as it is to the Exchequer, can only clear itself by an 
increase of contributions, and it is not conceivable that 
either the employer or the workman should be asked to 
pay more. Therefore, unless the basis of the fund is 
changed, the present increase merely means that the 
State is re-paying itself. 


“KNOCK FOR KNOCK” 


A well-known London paper has been conducting a cam- 
paign, pointing out quite truly that under the knock for 
knock agreement (whereby the insurance offices agree to 
share the loss where both parties are insured) the careful 
owner might be damaged, for he might be held dis- 
entitled to the no-claims rebate. Assurances have 
apparently been received from many offices that this 
will not ‘be enforced though it is somewhat difficult to see 
who can decide which of the two drivers was innocent. 
As a matter of fact, the knock for knock agreement is to 
the advantage both of the offices and also of motorists. 
In fact, it is obvious that if claims are reduced, as they 
certainly are, the benefit will ultimately come to the car 
owner in reduced premiums. 


EMPLOYERS’ LIABILITY INSURANCE 


The auditors’ certificate for 1928 has now been issued. 
It will be recalled that, as stated previously in THE 
UNDERWRITER, Offices doing accident business agreed 
with the Government to adjust their premiums from time 
to time, so as to make the loss ratio not less than a fixed 
percentage. If the loss ratio falls below, the insured get 
the benefit in rebate of the next premium. If, on the 
contrary, it rises above, premiums are increased. 1928 
was not quite such a good year for the insured as 1927, 
for in that year they got a rebate of 10°87 per cent. 
For 1928 the rebate is 7°85 per cent. 


THE CITY OF OTTAWA 


The Court of Inquiry into the terrible accident to this 
aeroplane on June 17, when seven persons were killed, 
have reported that it was an unavoidable disaster and, 
consequently, no one has been held to blame. It is 
understood that the insurances in connection with the 
accident were not heavy. 

T 
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CHARTERED INSURANCE INSTITUTE 


The thirty-third meeting of this body was held at 
Newcastle in June. Mr. Nicoll, the retiring president, 
presided over a highly successful conference, and Mr. 
George W. Reynolds, general manager of the Guardian 
Assurance Company, was appointed to succeed him. 


BUILDING SOCIETIES 


The growth of these since the war has been remark- 
able. The Chief Registrar of Friendly Societies reports 
the total membership as 1,416,000 against 627,000 in 
1914, and total assets {223 million. Truly these are 
enormous figures. 


EMBANKMENT SUBWAY FIRE 


The inquiry held by Dr. Waldo, the City Coroner, is 
now finished, and the jury gave their verdict on July 3. 
They stated that the fire was accidentally caused by 
sparking at a defective porcelain connector. Besides a 
minor recommendation, they advocated that all high- 
tension cables carrying over 200 volts be removed from 
the subways, that all dormant cables similarly be 
removed, and that all subways should be permanently 
wired for electric lighting, so as to eliminate all portable 
means of illumination. 


MATERNAL MORTALITY 


Dr. Janet Campbell, the great authority, spoke very 
plainiy about this at a recent conference on maternity 
and child-welfare at Friends’ House, Euston Road. The 
present position was unsatisfactory, she said, for untrained 
women ought to be prevented from practising as 
maternity nurses and only qualified midwives should be 
permitted. At present any person, trained or untrained, 
could undertake maternity nursing without let or hin- 
drar.ce. At the same conference Mr. Comyns Berkeley, 
of the Middlesex Hospital, said that midwifery was the 
worst paid of any profession or calling. 


COAL GAS POISONING 
The President of the Board of Trade has appointed a 
committee to consider the increase during recent years in 
deaths by poisoning from coal gas supplied for domestic 








AN INSURANCE DIARY 263 


purposes and to make recommendations. The Right 
Hon. Sir Evelyn Cecil, G.B.E., is chairman, and the other 
members are Sir John Robertson, C.M.G., Professor 
R. V. Wheeler, D.S.C., and Mr. F. J. Wrottesley, K.C. 
Mr. H. L. Spencer of the Board of Trade is secretary. 


SOCIAL HYGIENE 


The Fourth Imperial Social Hygiene Congress was held 
in July. Lord Linlithgow presided. Lord Passfield 
(better known as Mr. Sidney Webb), Secretary of State 
for the Colonies, was the guest of honour at the dinner. 
He stated that, when he entered the Colonial Office 
forty-eight years ago in a very different position from the 
one he held now, there was no framework for prevention, 
and he praised warmly the work of the Social Hygiene 
Council, which the Colonial Office had always backed up. 


CREDIT OF FOREIGN FIRMS 


It is believed that credit lists will be established by 
banking houses giving credit to foreign firms. Some 
recent losses have brought the need for this very clearly 
home, and though, of course, there are difficulties—for 
banks do not like giving details of their business—still it 
is obvious that for their own protection some process list 
of this kind should be adopted. 


SINGLE PREMIUM POLICIES 

The popularity of this way of saving super-tax grows 
greater and greater, according to figures given by the 
‘“Economist”’ on July 13. Single premiums have risen 
from under £3} million in 1924 to over £11? million in 
1928, and possibly the increase will continue. Indeed, it 
is safe to prophesy that it will certainly do so if certain 
threats of increase in super-tax materialize. 


PUBLIC HEALTH 


The owner of a house at Battersea was recently 
summoned at the South Western Police Court because a 
lavatory basin at his house was cracked. Mr. Campion, 
the magistrate, utterly declined to treat this as an 
offence, and dismissed the summons in a _ most 
contemptuous fashion. 

T2 
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EARLIER PENSIONS 


The Associated Paint, Colour, and Varnish Manufac- 
turers of the United Kingdom are considering a scheme 
for contributory pensions in addition to the Government 
provision. The proposed benefits are a pension of {I a 
year at sixty-five for each year of service with the firm, 
a sum of £100 payable on death of a member while in 
service, and the payment of {100 by instalments over 
two years in the event of total or partial disablement 
before sixty. 

WEST HAM GUARDIANS 


The Government have announced that the nominated 
Guardians in the West Ham Union appointed by Mr. 
Chamberlain are to be superseded. During the term of 
their office they have reduced the annual expenditure of 
the Union by over £1 million and converted a deficit of 
£344,320 into a surplus of £164,778. 


LEGAL AND GENERAL SHARES 


The Legal and General Assurance Society, Ltd., have 
passed the necessary resolutions enabling their shares to 
be held by anybody and not, as heretofore, only by the 
legal profession and the staff. 


INSURANCE SHARES 


In nearly every case, dividends for 1928 on the shares 
of the leading companies show an increase, and in no case 
is there a notable reduction. 


INSURANCE OF LUGGAGE 


A new private company has been formed, The Inter- 
national Luggage Insurance (of London), Ltd., with a 
capital of £25,000 in {1 shares. The objects are to act 
as insurers of travellers’ luggage here and abroad. The 
first directors are Mr. G. H. Clark and Mr. G. D. Stanford, 
and the registered office is 9 Bedford Row. 


PERSONAL 


The Right Hon. Sir Samuel Hoare, Bart., M.P., has been elected 
a director of the Clerical, Medical, and General Life Assurance Society. 
Sir Samuel Hoare has also been elected a director on the head office 
board of the Employers’ Liability Assurance Corporation. 
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The Marquess of Londonderry has rejoined the boards of the Sun 
Insurance Office and the Sun Life Assurance Society. 

The Earl of Strathmore and Kinghorne, K.T., has been appointed 
president of the Scottish Widows’ Fund and Life Assurance Society 
in succession to the late Lord Rosebery. Mr. J. A. Maconochie-Wel- 
wood has been elected an extraordinary director of the Society. 

The Earl of Leven and Melville has been elected a director on the 
London board of the Caledonian Insurance Company. 

The Right Hon. Sir James Rose-Innes, P.C., K.C., K.C.M.G., ex-Chief 
Justice of the Union of South Africa, has been appointed chairman of 
the South African board of the General Accident Fire and Life 
Assurance Society in the place of the late Right Hon. Sir Thomas 
Smartt. 

The Right Hon. C. A. McCurdy, Mr. H. M. Farrer, and Mr. R. F. W. 
Holme have been elected directors of the Equity and Law Life 
Assurance Society. 

The following gentlemen named in the dissolution honours were 
connected with insurance. Sir William Joynson-Hicks, now Lord 
Brentford, is a director on the London board of the Northern Insurance 
Company; Mr. A. J. Bennett, Sir Alfred Butt, and Sir Philip Richard- 
son, who become baronets, are underwriting members of Lloyd’s ; and 
Mr. J. J. Withers, M.P., is a director of the Legal and General Life 
Assurance Society, Ltd. 

Lieut.-Colonel Sir Murrough John Wilson, K.B.E., has been 
elected a director on the head office board of the Yorkshire Insurance 
Company. 

The Liverpool board of the Eagle Star and British Dominions 
Insurance Company, Ltd., has now been constituted with Sir Thomas 
White, J.P., Sir Hugo Rutherford, Bart., Mr. Richard Rutherford, and 
Mr. J. Parry Thomas as directors. 

Lord Inverforth and Sir Burton Chadwick, M.P., have been elected 
directors of the Victory Insurance Company. 

Sir William Plender has been appointed a trustee for the debenture 
holders of the Northern Assurance Company. 

Mr. Oscar Frederic Rowntree, J.P., and Captain Sir Edward Simons 
Ward have been elected directors of the London and Provincial Marine 
and General Insurance Company. 

Captain J. M. Cobbold, J.P., has been appointed to the London 
board of the Liverpool and London and Globe Insurance Company 
and to the Board of the Central Insurance Company. 

Mr. Henry John Tapscott has been appointed chairman of Treaty 
Reinsurances, Ltd., in succession to the late Mr. William A£neas 
Mackay. Mr. Frank. Beaumont Cooke has been elected a director of 
the same company. 

Mr. J. H. Wilson has been elected a director of the Caledonian 
Insurance Company. 

Mr. Arthur Noel Walker has been elected a director on the head 
office board of the State Assurance Company. 

A presentation of his portrait is to be made to Mr. Hugh Lewis 
upon his retirement from the general managership of the Liverpool 
and London and Globe and the Central Insurance Companies. 
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The House of Lords and 


Workmen’s Compensation 


By our Legal Correspondent 


N the ‘“‘ Times”’ newspaper of July 12, 1929, appeared a 
| judgment of the House of Lords which has solved one 
of the most awkward puzzles presented by the legisla- 
tion relating to compensation for injuries to workmen. 
For once, unanimous opinion of the House of Lords has 
finally come down in favour of the-workmen on a question 
that has agitated employers and employed, and has been 
the subject of very varied judicial opinion since IQITI. 
The decision itself is upon the proper construction of 
section g (4) of the Workmen’s Compensation Act, 1925. 
Stated shortly, it is to the effect that, if a workman 
who has been totally incapacitated by an injury has 
so far recovered as to be fit for employment of a less 
valuable earning possibility, his total incapacity for 
allowance shall not be reduced if, although he is 
physically able to do the lesser work, he cannot obtain 
such work owing to the fact that (in spite of his willing- 
ness and efforts) the labour conditions are such that he 
is unable to earn anything. 
Since the case of Cardiff Corporation v. Hull (911) 
1 K.B. 1009—popularly known as the “odd job man” 
case—which decided the contrary, much vacillation of 
judicial opinion is now at last set at rest. The House of 
Lords, however, in setting it at rest in effect over-ruled 
its opinions in the very recent case of Bevan v. Nixon's 
Navigation Company, reported in 1929, A.C., p. 44 et seq, 
but actually decided in July 1928. Hence it is interesting 
to observe and note the decision given a year later—in 
July 1929—1in the case of Tannoch ( pauper) v. Brownie- 
side Coal Co., Ltd., as reported in the ‘‘ Times”’ of July 12. 
Properly to appreciate the point involved, and as 
illustrating the singular clash of judicial views, it is 
necessary to trace briefly the history of the debated 
question. This we proceed to do. 
In 1911 the Cardiff case came before the Court of 
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Appeal from a County Court judge interpreting the Act 
of 1906 and its schedule of compensation whereby “the 
weekly payment shall in no case exceed the difference 
between the amount of the average weekly earnings of 
the workman before the accident and the average weekly 
amount which he is earning or is able to earn in some 
suitable employment or business after the accident.” 
The important words are “earning or is able to earn.” 
Of course, if he is actually earning there is no difficulty ; 
but the Cardiff case raised the question: what does “able 
to earn”? mean in a case where a workman, although 
physically able and willing to work at a less wage in some 
suitable employment cannot, in fact, obtain such work 
owing to the natural condition of the labour market? 
One set of judges has held that if it be proved that he is 
physically “able to earn” a certain sum weekly in a 
certain employment his compensation must be reduced 
pro tanto even if owing to the labour conditions he cannot 
actually earn anything. The other school of opinion 
held that “able to earn’’ meant more than “able to 
work,” and that when, owing to the injury, the workman 
was unable to follow his former employment, he could 
not be said to be “able to earn”’ unless not only was he 
physically capable of some other suitable work, but had 
in fact, also been able to obtain it, and his compen- 
sation should therefore remain as for total incapacity. 

In the Cardiff case the then Master of the Rolls 
(Cozens-Hardy) took the latter view and dissented from 
his two brethren, Lords Justices Fletcher Moulton and 
Buckley, who took the former view. The majority 
carried the decision, and as from Ig11 the rule was that 
once a workman could be proved to be physically able to 
do some other suitable work he was to be deemed to be 
“able to earn” accordingly, even though, owing to labour 
conditions, he could not get it. Cozens-Hardy, M.R., 
put his view very carefully : ‘‘ The effects of the accident 
have not been removed, and I cannot think that the 
workman ought to have his compensation reduced 
merely on the ground that he is physically able to do a 
different kind of work, which, in truth, cannot be pro- 
cured. It is not a case in which the effects of the original 
injury have completely disappeared, so that the man is 
as capable as ever he was. In that case the employer, 
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who does not guarantee the labour market, is free from 
all further liability.” This dissentient judgment of 
Cozens-Hardy, M.R., is now upheld by the House of 
Lords in its latest decision as we shall presently see. 
But from 191I up to now the other view prevailed as 
law ; for the Cardiff case was never taken as appeal to 
the House of Lords. 

In the interval, however, certain cases had been before 
the House of Lords in which dicta had been expressed, 
seeming to doubt the rule laid down by the majority 
judgment of the Court of Appeal in the Cardiff case. 
And in July 1928 the case of Bevan v. Nixon’s Navigation 
Co. (1929), A.C. 44, came up on appeal to the House of 
Lords and raised a precisely similar point of law. There- 
upon the House had to consider the Cardiff case, and 
Nixon’s case was treated on all hands as in effect an 
appeal from the doctrine laid down in the Cardiff case. 
It was strongly debated, and ultimately the House 
decided by a majority of three to two to follow and 
uphold the Cardiff case. In Bevan’s case a miner suffering 
from nystagmus (an eye disease common with miners) 
had sufficiently recovered to be able to do surface work 
at a less wage than his work underground which his 
continuing nystagmus rendered him unfit todo. But he 
could not, owing to general labour conditions, and through 
no fault of his own, in fact, obtain any such lighter work. 
The County Court judge held, on the lines of the Cardiff 
case, that his total incapacity had ceased and that 
notwithstanding he could not, in fact, get the other 
suitable work he was “able to earn” it in law and re- 
duced his compensation. The Court of Appeal affirmed 
this in loyalty to the Cardiff case and the House of 
Lords last July agreed and upheld and followed the 
Cardiff case. 

This decision was come to after consideration of the 
effect upon the Act of 1906 of the Amendment Act of 
1923, which by section 26 enacted as follows :— 


If a workman who has so far recovered from his injuries as to be 
fit for employment of a certain kind proves to the satisfaction of the 
judge of the county court that he has taken all reasonable steps to 
obtain, and has failed to obtain, such employment, and that his 
failure to obtain such employment is a consequence wholly or mainly 
of the injury, the judge shall order that his incapacity shall, for the 
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purposes of this Act, continue to be treated as total incapacity for such 
period, and subject to such conditions as may be provided by the 
order, without prejudice, however, to the right of review conferred 
by this Act. 


It was argued by the employers that: this section, 
passed by Parliament with knowledge of the Cardiff 
decision, confirmed that decision when read with the 
1906 Act. Lord Dunedin, Lord Phillimore, and Lord 
Carson concurred in that view. But Lords Shaw and 
Blanesburgh dissented, and took quite the contrary view 
of section 16 as also of the Cardiff case, which they held 
was wrongly decided. Again, however, the majority 
decision was against the workman. 

Now, within a year, comes the Tannock case as 
reported in the ‘‘Times”’ this July, entirely subverting the 
position, and Lord Dunedin, who presided on the Bevan 
v. Navigation appeal has admitted that his words in the 
Bevan case were too absolute, and he concurred in Lord 
Warrington’s opinion of the meaning of the new section 
—now taken from the 1923 Act—included in the 1925 
Act, section g (4), under which section the Tannock case 
was argued. The other Lords concurred, and within a 
year the minority views of Lords Shaw and Blanesburgh 
in the Bevan case have been held unanimously by the 
House of Lords to have been correct. 

It is a curious history of high judicial differences of 
opinion upon what was intended as a very plain and 
simple enactment. 

The law now is therefore that where a workman has 
been incapacitated and his incapacity has thrust him 
from his pre-accident earnings altogether, his physical 
ability, by partial recovery, for lighter and less well-paid 
work does not lead to a reduction of his compensation 
if he satisfies the judge of the County Court that he has 
taken all reasonable steps to obtain, and has failed to 
obtain, employment of a certain kind for which he is 
fit physically. In short, the legislature has succeeded in 
passing a section that over-rides the old decision of the 
Cardiff case in 1911. If a man by his injury has been 
thrust from his proper employment, and cannot obtain 
other employment, although he has tried to do so, he is 
still deprived of his original earnings by virtue of his 
injuries. 
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The Cult of Life Assurance 
By H. E. Raynes, F.LA. 


INCE the later nineties, when I commenced to 
S analyse my social contacts and to take my environ- 

ment less for granted, I have found in my circle 
many things which have been raised to the level of a 
cult. On the literary side there was a cult of Robert 
Louis Stevenson. I was never caught into that cult. 
His polished writings seemed, and still seem, to me 
lacking in profundity. Into the cult of Fitzgerald I was 
somewhat drawn, and a flexible leather bound copy of 
the quatrains of Omar Khayyam reposed, with a similarly 
bound copy of Gray’s Elegy, in the drawer of my table 
at the office for many a year—queer neighbours in that 
quiet actuarial room of a sedate life office. In those days 
we left at four o’clock in the summer, and the total staff 
was thirteen—I was the thirteenth. Today there are 
about two hundred, and there is no time for literary cults, 
and my normal hour of leaving is six. 

I have been on the fringe of innumerable artistic 
cults, sometimes of persons, sometimes of sentiment. 
The cult of medievalism was very strong formerly. I 
was too late for William Morris—in my time I have always 
looked upon Hilaire Belloc as its high priest. I think 
he still worships at the shrine, but he performs the 
ceremonial before a sadly diminished audience. There 
have been cults ethical which have social ends in view 
and bias one’s politics, and there have been cults sanitary 
which, for the most part, render their devotees ridiculous. 

One of the essential qualities for every genuine cult 
is that there shall be within it a kernel of truth, which 
may be raised to a level of esteem that is of a semi- 
religious character. Its devotees must be sufficiently 
limited for them to feel that they are in a sense peculiar, 
and not of the mass who do not follow the cult. They 
may, and they should, feel an enthusiasm for their 
subject which will make them missionaries for the 
conversion of others still outside the fold. 

Some cults are ephemeral, and, being so, scarcely 
qualify for the dignity of the name. Some are enduring 
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and become the basis of institutions in social life. Many 
of our most persistent institutions have started as cults, 
but as they spread the semi-religious element died out 
as the necessity for the preaching of a gospel diminished. 

It is two years since I first realized that there was a 
cult of life assurance. It was at the time of the 
International Congress of Actuaries in London, when so 
many American representatives were over here. One 
caught the atmosphere in which they lived, and one 
could not help believing that these enthusiasts were 
rather propagandists of a religious cult than actuaries. 
Almost they seemed out of place in Staple Inn. Since 
then I have been a fairly constant reader of the American 
insurance journals, and have become thoroughly con- 
vinced that those responsible for the great life insurance 
offices on the other side of the Atlantic do themselves 
believe, and have fostered the belief by all their sub- 
ordinates, in the real social efficacy of life assurance. 
They entertain for their business a profound veneration. 
At first I was sceptical and inclined to the belief that 
it was a pose, and part of the stock-in-trade of good 
salesmanship. There is the story that goes about life 
insurance circles in the City that one very successful 
life insurance broker, who now in his retirement can 
afford a villa on the Riviera, owes much of his success 
to his ability to weep in the presence of his prospect over 
the sad condition of the latter’s dependants should early 
death intervene. From my knowledge of the man I 
rather think it was to a constitutional defect of the tear 
glands then to the paroxysms of real emotion that he 
owed this inestimable aid to the completion of new 
business. 

Yet I do not think it is cant with the Americans : 
they preach the gospel of life insurance genuinely, 
sincerely, and with conviction. While it may not be a 
panacea for all the ills from which society suffers, most 
of the economic dislocation due to death, disablement, 
or old age could be mitigated by an early resort to the 
good offices of the life insurance institutions. The 
American life insurance salesman has real faith, and if 
you doubt it read something of the proceedings of the 
congresses and conventions which appear with such 
regularity in the pages of the ‘‘ Spectator of New York”’ 
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and the “ Eastern Underwriter.” These men are not 
speaking with the tongue in the cheek; nor do they 
depend upon defective tear glands. Their fervour is as 
genuine as the contract they sell to their prospects, and 
I honour them for it. 

A little colony of these enthusiasts has recently 
established itself in this country, and already they have 
somewhat shaken us up. Certainly, there has been a 
considerable expenditure of money as well as of faith— 
but what would you? I turn up my nose at neither-— 
pecunta non olet—certainly not in this connection ; andasfor 
the faith, it may move mountains, as well as Bush House. 

Life assurance possesses the essential qualities which 
go to make the basis of a cult. The appeal is not to 
self-interest but to self-denial. It advocates conservation 
—not consumption: hence the higher and altruistic 
motives are brought into play. The salesman of a 
£2,000 life policy is performing a social act of a higher 
ethical standard than the salesman of a £2,000 motor 
car. He has made a convert to his cult, and he has a 
right to his halo as well as his commission. At the 
present time, any movement having thrift as its objective 
is extolled by our public orators. I could wish that they 
would devote a little more attention to life assurance. 

Perhaps, in this country, we have in the _ past 
hampered the development of life assurance by treating 
it as a branch of the general business of insurance. — Life, 
fire, marine, and accident insurance certainly have some 
basis in common, but I doubt whether any other than 
life could be made into a cult. For its most successful 
development life assurance needs the whole attention of 
a specialized salesman who must, as the Americans say, 
have sold himself before he can sell the idea to others. 
As a school of theologians holds, there must be a definite 
process of conversion and a moment or short period of 
time, before which one may say one was definitely outside 
the sacred pale, and after which one was definitely 
within it. So of the true life assurance missionary. 
I believe there is something genuine in this: of the most 
effective salesmen of life assurance many have nothing 
to recommend them but their faith, for where it burns 
strongly even the most mediocre personality is gifted 
with ability. 
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A cult, then, is what we want in this country—a cult 
of life assurance. We want a propaganda which has 
some fervour behind it. Needless to say, no missionary 
effort can be effective without the expenditure of money, 
and I am afraid we must be less timid in this respect 
than we have been in the past. Large bonuses and low 
expense ratios rejoice the heart of the actuary; but, 
after all, are we not here more to serve the many than 
to minister to the few? If it costs money to make our 
voicearticulate, then we must spend—but spend efficiently. 
I do not know where the money comes from for the 
advertisement, but I have seen during the last week a 
half-page in the most expensive daily journals devoted 
to an appeal for support of one of our great London 
hospitals. If it is an economic thing to spend generously 
for the purpose of raising funds for a hospital, surely 
it must also be so to promote the real social benefit of 
life assurance. The collective effort of our life offices 
is wanted, and wanted urgently, so that we may make 
the diversified forms of life assurance the real boon to 
the public which they might be if there were more 
public knowledge of the subject. 


Economic and Social Influences 
of Insurance at Home and Abroad 
By F. G. Culmer 


OLITICIANS may strive unceasingly to bring about 
p universal disarmament, the League of Nations may 

continue to pursue the more or less even tenor of 
its international conversations, but there is no force 
which is better calculated to make for the lasting peace 
of the world than life assurance. 

It is recorded that of the volume of life assurance in 
force in the world today, the United States of America 
claims 77°5 per cent., the British Empire 15°4 per cent., 
and the rest of the world the remaining 7°1 per cent. 
These figures indicate which countries enjoy the greatest 
social and economic advantages of life assurance, the 
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greatest growth of which has indisputably taken place 
among nations by whom the privileges of personal 
freedom are most highly cherished and fostered. 

British insurance companies have been pioneers in 
life and other branches of insurance. Life assurance 
is actually about three hundred years old, and the 
two oldest existing British offices were established over 
two centuries ago. Now the volume of ordinary life 
assurance effected annually by British life offices is 
approximately {160,000,000. This fact alone suffices to 
show the extent of the influence exerted by British 
offices on the insuring public, both in the United Kingdom 
and elsewhere. But the influence of life assurance 
throughout the world in the future is destined to be 
much greater than it is today. And there is no doubt 
that in the competitive race for supremacy the British 
offices will be found capable of more than holding their 
own. 

Britain is concerned, of course, with more than life 
offices. Fire insurance business has reached great propor- 
tions, and it must be remembered that it is essentially 
a British industry. British insurance companies intro- 
duced the business into America, and, at the present 
time, a very large proportion of the business transacted 
in the United States is attributable to the British offices. 
Thus, fourteen British groups, representing about 90 per 
cent. of all British companies, received last year an 
aggregate premium income of nearly £27,000,000. From 
other parts of the world British companies collect fire 
insurance premiums to the amount of roughly £21,000,000. 

Only those immediately associated with the fire 
offices can realize the extent of the difficulties which 
appertain to the business of fire insurance ; e.g., the losses 
sustained in the first six months of the present year are 
so heavy as to mar the whole year’s results. Fortunately, 
results of the business in the United States, Canada, and 
elsewhere abroad, are of a comparatively favourable 
character. This goes to show that through the cosmo- 
politan activities of the British fire offices, the bad results 
attained in one country may be counteracted by the 
good results attained in others. 

British fire insurance companies are divided into two 
groups—a large tariff group and a small non-tariff 
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group. The first had last year a net premium income 
of no less than £57,223,367, as against which the claims 
paid and outstanding and contributions to fire brigades 
amounted to £27,457,370. Commission paid in con- 
nection with annexation of the business amounted to 
£10,553,805, while expenses of administration totalled 
{14,244,869. On last year’s business an increase of 
{62,666 was made in the reserve for unexpired liabilities, 
calculated at 40 per cent. of the aggregate premium 
income. Underwriting profit realized on last year’s net 
premium income of {57,223,367 was £4,906,653. In 
addition, net interest revenue amounted to £2,324,989. 
These figures show that British Fire Offices did quite 
well last year. The profit mentioned was earned on a 
paid-up capital of £25,906,838. From the point of view 
of the insured public it is satisfactory to note that the 
aggregate fire fund stood at the end of last year at 
£51,529,315, while there were also additional reserves 
totalling £41,865,432. 

Figures concerning the non-tariff group of British fire 
offices are small by comparison. Total net premiums 
for last year amounted to £2,394,784, claims totalled 
£1,166,544, commission and expenses came to just over 
£1,000,000, and on the paid-up capital of {2,713,216 the 
underwriting profit aggregated to £214,295. 

To go a step farther, marine results for last year 
may now be mentioned. It need scarcely be said that in’ 
post-war years marine insurance business has been bad. 
Last year the total net premium income of companies 
engaged in this class of business was £13,118,777. Claims 
totalled £8,811,380, expenses £1,656,323, and the under- 
writing balance shows a deficit of £576,010. Under- 
writing results, of course, do not take into account the 
net interest revenue on marine funds, which, in the 
aggregate, amounted to £761,534; while the net transfer 
to profit and loss amounted to £424,055. 

In spite of these poor results, there are definite 
indications of improvement in the conditions of the 
marine insurance market. Underwriters have largely 
themselves to thank for the untoward conditions which 
have prevailed for so long in the London market. Yet 
it cannot be gainsaid that, in the matter of world influence, 
British marine insurance underwriters carry great sway. 
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The International Marine Insurance Union, in its annual 
conferences, has leaned towards the arguments put 
forward by representatives of the London market, and 
it is entirely due to international difficulties that British 
views in regard to the business have not been adopted. 
At the same time, there is no doubt that those British 
views have resulted in a tangible improvement in 
business conditions in all other parts of the world. 

In accident insurance business also British companies 
exercise a very great influence upon the insuring public. 
The undoubted reason for the support received is the 
soundness and the strength of their finances. It is a 
truism to say that no insurance companies in t'1e world 
are so strongly buttressed financially. Progi2ss and 
security are two points which emphasize the greatness 
of British insurance companies. Without those two 
essentials there would obviously be no increase of 
dividends or appreciation of capital. And since dividends 
are constantly increasing and capital appreciating, 
English companies clearly do not neglect these 
fundamental points. 
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